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D it to Ditto copies direct from your original writing, typing or 
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drawing, one to four colors in one operation— 
no stencil, no mats. 


With Ditto, two or more originals can be made at one 
time, and copies made independently from each. 
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original writing. 

With Ditto, data may be written at one place, copies made 
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With Ditto, data may be recorded as accumulated, and 
copies made when completed. 


Ditto requires less make-ready than any other duplicating 
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The LA.S. Course is one you can rec- 
ommend, with confidence, to those 
whoask your adviceregarding a good 


correspondence course in accounting. 


The uniformly high caliber of the 
men who compose the LAS. Staff 
is in itself eloquent testimony as to 
LA.S. training. The cooperation of 
Staff members in various advisory and 
consulting capacities provides the 
practical, broad viewpoint which is 


so necessary in adult education. 


Free catalog on request to you of to 
any member of your staff who is 
interested, 
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4 Introducing This Month’s Authors 








A frequent contributor to “The Controller” 
is Franzy Eakin, who is vice-president and di- 
rector of A. E. Staley Manufacturing Company 
of Decatur, Illi- 
nois. His first ar- 
ticle in our pages, 
in June, 1937, ex- 
plained how “New 
Methods of Ac- 
counting for 
Profits Would Im- 
prove the National 
Economy.” There- 
after, Mr. Eakin 
covered such sub- 
jects as ‘““The Con- 
trol of Capital Ex- 
penditures,” ‘‘Spe- 
cial Reports to 
Employees,” and 
“Defense, Business 
and Democracy.” 
Other articles by Mr. Eakin have appeared in 
Reader's Digest, The Annalist, and various 
business papers, in addition to economic re- 
search studies, including ““A Balance Sheet of 
the Nation’s Economy, 1929,”’ (in 1936), and 
“A Bookkeeping Picture of Illinois, 1935” (in 
1940), which Mr. Eakin co-authored with Dr. 
Frank E. Dickinson; both published by the Bu- 
reau of Business Research of the University of 
Illinois. In 1939 the Commission for the Pro- 
motion of the Wealth and Income of the People 
of New Hampshire published Mr. Eakin’s 
“A Bookkeeping Picture of New Hampshire, 
1936,” the text of the report being written by 
Samuel Crowther. 


MR. EAKIN 


Mr. G. C. Ellis, author of the opening article 
in this issue ‘Financial Controls and Their 
Significance to Management,” has been a patt- 

ner of McKinsey, 
Zi Kearney & Co. of 
é Chicago, since 
1939, having 
joined the prede- 
cessor firm, J. O. 
McKinsey & Com- 
pany in August, 
1935. A graduate 
of Sheffield Scien- 
tific School of 
Yale University in 
1923, Mr. Ellis 
for a year there- 
after was design- 
ing engineer for 
the M. W. Kellog 
Company of Jer- 
sey City, New Jer- 
sey, and thereafter spent some eleven years as 
assistant to the president of Midland United 
Company, in charge of budgets and finance. 








MR. ELLIS 


There should be a pleasant touch. of nos- 
talgia evident when we mention some of the 
facts about R. J. 
Goldie, for they 
bring to mind the 
days of dusters, 
“get out and get 
under,’’ and a 
court summons for 
exceeding 15 
m.p.h. For nearly 
forty years, Mr. 
Goldie has been 
identified with the 
automobile and 
allied industries, 
having started with 
the Packard Motor 
Company in 1906. 





MR. GOLDIE 








He subsequently joined the Wayne Motor 
Company (remember the Wayne?) and then 
served a number of companies in posts of in- 
creasing importance until 1933 when he be- 
came vice-president and director of The Tim- 
ken-Detroit Axle Company, a position he still 
holds, in addition to serving as vice-president 
and director of Timken Acceptance Company 
and Timken Silent Automatic Corporation. 

But no review of Mr. Goldie’s career would 
be complete without mentioning that he once 
fired locomotives on rail lines in Michigan and 
Minnesota, and on the Santa Fe. Now that the 
Santa Fe is romantically haloed by a “hit pa- 
rade” song, it is in order to add another ro- 
mantic touch: Mr. Goldie was running a switch 
engine at Barstow, California, when famous 
“Death Valley Scotty” came into Barstow with 
his legendary find of gold. 


Before he came 
to New York, 
somewhat over a 
year ago, to be- 
come vice-presi- 
dent of Lawrence 
Warehouse Com- 
pany, Mr. Robert 
L. Gordon lived 
and worked in 
Los Angeles. In 
the East, he ad- 
mits, he has not 
yet had time to 
put down all his 
roots and, conse- 
quently, misses his 
southern California hobbies of badminton, bar- 
becuing and gardening. In California he was 
also active in the Junior Chamber of Com- 
merce, the Community Chest and a number of 
other civic and semi-civic movements. In 
1940-41 he was president of the Los Angeles 
Chapter of the American Institute of Banking, 
at that time the largest in the country. 





MR. GORDON 


There has been considerable discussion for 
a number of years as to the need of calendar 
reform. One of the solutions has been the de- 
velopment of 13-period accounting and, in this 
issue, W. R. Hays explains its application to 
the newspaper industry. The author has had 
previous experi- 
ence in pioneering 
along accounting 
lines, having in- 
troduced punched 
card accounting in 
the newspaper in- 
dustry, with which 
he has been con- 
nected since 1920 
when he came to 
Louisville. In 
1926, Mr. Hays 
was made auditor 
of general accounts 
of his firm and in 
1938, auditor and 
controller in charge 
of all accounting, 
for The Courier-Journal and Louisville Times 
Company and the Standard Gravure Corpora- 
tion. Active in the promotion of the credit 
union movement, Mr. Hayes is a member of 
the Louisville Credit Union Chapter and the 
Kentucky Credit Union League. 


MM 


MR. HAYS 


Most business executives, it has been ob- 
served, are not natives of the city in which 
they are active in business matters. That does 
not hold true for Lester M. La Porte, who was 








born in Milwaukee, attended local schools and 
then worked there as an accountant until World 
War I. Returning 
from service, he 
joined the Wisconsin 
Electric Power Com- 
pany in April, 1920. 
His subsequent work 
in the reorganization 
of the company’s ac- 
counting department, 
and the reduction of 
costs and improve- 
ment of operations, 
reduced costs  sub- 
stantially and earned 
it the reputation of 
having the lowest ac- 
counting cost per cus- 
tomer in the utility 
industry, throughout the United States, for 
companies having more than two hundred 
thousand customers. This was a factor in the 
company’s winning the Coffin award. In 1937, 
Mr. La Porte won the H. M. Byllesby award 
for an accounting paper entitled ‘Meter Read- 
ing Work a Function of Customer Account- 
ing,” and in the same year also won honor- 
able mention in the Forbes prize contest for a 
paper covering accounting practices which im- 
prove public relations. From 1932 until 1941, 
Mr. La Porte served as assistant secretary and 
assistant treasurer of his company, being ap- 
pointed controller in February, 1941. 





MR. LA PORTE 


Although he was ready to present publicly 
his views on internal reports to management, 
as he does in this issue, Mark D. Littler 

modestly refrained 
-oeq from reporting to 
i the editors of 
“The Controller” 
| any information 
» about his personal 
background, _ pre- 
ferring to have 
stressed his pro- 
fessional _ back- 
ground and activ- 
ity. Mr. Littler is 
a graduate of the 
University of Illi- 
nois and has been 
associated with 
Arthur Andersen 
and Company, cer- 
tified public .ac- 
countants, since 1933. He is presently an ac- 
counting manager at the Milwaukee office of 
that firm. 





MR. LITTLER 


Now serving as operating vice-president of 
the Trundle Engineering Company, Mr. Trun- 
dle has been with the company since his gradua- 
tion from Cornell 
University with a 
Bachelor of Science 
degree in admin- 
istrative engineer- 
ing. But his ex- 
perience began 
prior to his grad- 
uation for college 
for, while attending 
school, he learned 
the machinist 
trade in the ex- 
perimental shop 
of the Trundle En- 
gineering Com- 
pany. Later he 
served as a field 
engineer for the E 
company on all phases of consulting service 
and subsequently as staff engineer and supét- 
visor out of the Chicago and New York of- 
fices. In 1940 he joined the Ordnance Depatt- 
ment, Uni.ed States Army, serving until 1943 
in the office of the Chief of Ordnance. 





MR. TRUNDLE 
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“How Much?” 


Your product or service can answer that better than the price tag 


HAT does your customer mean when he asks “How 

much?” You can be sure it’s more than how much 
you get for your product or service. What he’s most 
interested in is how much he gets for his money. 


Finding the right answer to the customer’s “How 
much?” is a No. 1 postwar problem, whether you are 
producing or selling goods or services. Ways must be 
found to furnish more for less—if you are to compete 
profitably with others and do your share toward achiev- 
ing full employment. 


That’s our problem, too. When you ask “How much?” 
we realize that our answer must prove that you can 
achieve even greater savings in your business now 
through the use of Standard Register systems of written 
records. 


And as we give you more for your postwar dollar, 
we will be helping you give your customers more. For 
better systems are better tools of modern management, 
doing a better job of controlling every operation of 
business, eliminating waste and unnecessary costs. 








See for yourself how well Standard Register answers 
your “How much?”. Phone your local Standard Regis- 
ter representative, today. Ask him to tell you how the 
specialized, exclusive, proven techniques and tools he 
employs insure you the greater values in Standard’s 
systems: effective control of your business and simplifi- 
cation of your paper work. 


If you are not taking full advantage of the facilities 
Standard now offers for detailed, scientific analysis and 
improvement in the design, method of writing or control 
procedure of business form systems—investigate at once: 


WRITE TODAY for free booklet, “A 
New Frontier in Business.’’ It tells how 
you can be sure of getting the greater 
values in business forms you buy. 


98988 8g g@ 
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THE STANDARD REGISTER COMPANY 
Manufacturer of Record Systems of Control! for Business and Industry 
DAYTON 1, OHIO 


Pacific Coast: Sunset McKee-Standard Register Sales Co., Oakland, California. Canada: R. tL. Crain, Limited, Ottawa. London: W. H. Smith & Son, Lid. 
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Ledittortal Comment 


Welcome Proclamation Means Tax Savings. 


Paele meres: were waiting anxiously during the 
last days of September for a proclamation by Pres- 
ident Harry S. Truman declaring an end of the emer- 
gency period with respect to plants and industrial 
facilities built to speed the nation’s war production. 
The proclamation came through as hoped, under date 
of September 29. It makes substantial tax refunds 
available to many corporations. The total is estimated 
at $1,700,000,000. 

The proclamation issued by President Truman pro- 
vides blanket authorization for companies to terminate 
the amortization period on the war facilities as of Sep- 
tember 29, and recompute their taxes on the basis of 
this shorter amortization period, thus qualifying for 
tax refunds. 

The President’s proclamation read: 


END OF THE EMERGENCY PERIOD DEFINED IN 
SECTION 124 OF THE INTERNAL REVENUE CODE 


A Proclamation by the President of the United States of 
America: 

Whereas the need of the emergency facilities for the pro- 
duction of supplies and the furnishing of services required 
for the national defense has in recent months been _substan- 
tially reduced: 

Now therefore I, Harry S. Truman, President of the 
United States of America, by virtue of the authority vested 
in me by Section 124 of the Internal Revenue Code, do 
hereby proclaim that the utilization of a substantial portion 
of the emergency facilities with respect to which certifica- 
tions under Sub-Section F of that Section have been made is 
no longer required in the interest of national defense, and 
that the emergency period defined in Section 124 E 2 of the 
Internal Revenue Code (as amended) ends on the date 
hereof. 


President Edwin E. McConnell of the Controllers 
Institute of America, commenting on this proclamation 
said: 

“President Truman, under date of September 29, 
1945, issued a proclamation declaring the end of the 
emergency period as defined in Section 124 of the In- 
ternal Revenue Code. 

“All controllers whose companies have emergency 
facilities under Certificates of Necessity will be inter- 
ested in this declaration. The taxpayers can now exer- 
cise the option granted to them under the law and re- 
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vise their amortization deductions and secure tax and 
renegotiation refunds. However, such election must be 
made within ninety days. 

“Serious consideration should be given to this mat- 
ter by all controllers in order to secure the maximum 
benefits of taxation and renegotiation refunds for their 
corporations. By his proclamation President Truman 
has made unnecessary the filing of applications for 
Non-Necessity Certificates. This will relieve the tax- 
payers and the government of a burden of paper 
work.” 

This prompt action by President Truman was wel- 
comed by controllers and finance officers. 


What Is “Suitable Em ployment’? 


pe task of defining for the State of Minnesota 
what “‘suitable employment” means, as applied to 
persons seeking unemployment compensation, has been 
undertaken by a committee of three persons appointed 
by Governor Edward J. Thye. One of the three is 
Mr. H. P. Buetow, controller of the Minnesota Mining 
& Manufacturing Company. Mr. Buetow was elected 
a member of the National Board of Directors of the 
Controllers Institute of America at the annual meeting 
of members in Chicago on September 24. He was for- 
merly president of the Twin Cities Control, of The In- 
stitute, and has been active in its work since 1936. 

It is a difficult task which has been assigned to 
Mr. Buetow and his associates, but it is a foregone 
conclusion that this committee will produce a work- 
able definition which will be useful to authorities in 
other states. ; 

Selection of a controller as a member of this com- 
mittee was a recognition of the abilities of men in 
this field for which the Governor should be given 
credit. The state law in Minnesota provides that no 
person, otherwise eligible, can collect unemployment 
compensation if he refuses “suitable employment,” but 
definition of that term has been a source of constant 
debate. 


Respect for Controllership Enhanced 


p ONOls are undergoing a series of tests of 
their capabilities entailed by the surrender of Ja- 
pan. Others will be posed in the months ahead. 
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They have been preparing themselves for these trials 
as best they could by their exchanges of experiences 
and opinions through recent years and by their studies 
of the role which they shall be called upon to fill in 
order to justify the confidence which managements 
have placed in them and in their skills and judgment, 
in meeting entirely new situations which were thrust 
upon them in war years by conditions never before ex- 
perienced by American industry and business. 

How successful their efforts have been, to make 
themselves ready for these increased burdens, will be 
shown by the vision which they exhibit in the months 
ahead, and by their steadfastness and courage in apply- 
ing the advanced principles and widened horizons of 
controllership which they have developed, prompted 
by the war time needs of devising better methods of 
serving business. 

The record of controllership under the stresses of a 
national emergency, is impressive. It is one of which 
every man in this field may be proud. 

But they must not stop there. There can be no let- 
down. Greater problems lie ahead, with heavier re- 
sponsibilities than ever, and unlimited potentialities 
for service. A new era has begun. 

Respect for controllership was enhanced by the war 
time service rendered by the men in this field. They 
have set high standards of performance under what 
may well be termed battle conditions. The confidence 
now reposed in them, by managements, by govern- 
ment, and by the public, must be maintained and 
strengthened, during the days of conversion and con- 
struction. There must be no recession or diminution of 
efforts on their part to improve their methods and to 
widen the service which they render to busines man- 
agements. The opportunities are greater and more 
numerous than ever. Their experiences in the coming 
conversion period should still further strengthen their 
arms, and earn for them still greater appreciation by 
managements, with which they are now so closely al- 
lied in the eyes of the business public. 

Beyond conversion lie calmer and less strenuous days 
during which controllers should be able to take some 
of the steps which they have long been planning, to 
place their calling on a still higher level. 


Managements Need Aid 


HE real need of small business these days is aid to 
management. It ranks easily as high as the need of 
easy access to capital. These points are brought out by 
Richard L. Rosenthal in an article in the Autumn num- 
ber of “The Harvard Business Review.” Mr. Rosenthal 
is Vice President and Director of York Safe and Lock 
Company. 
It is pointed out that successful smaller businesses 
usually owe their existence to the particular talents, 
dynamic but limited, of one man, who is usually the 
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owner of the so-called smaller business. The real 
dilemma arises when a successful small business begins 
to grow large enough to need the application of addi- 
tional management skill. Sometimes the one man 
owner does not see the need of it, or for some reason 
is unwilling or unable to take the steps to obtain it. 
Under these conditions the owner of the small busi- 
ness usually makes all decisions of consequence and at 
the same time handles an overwhelming amount of 
detail. This makes it impossible for him to do anything 
objective about his own business and its organization, 
or lack of it, and usually precludes the possibility of his 
having the requisite free time for long term basic plan- 
ning. The more successful his business becomes, the 
less free time the owner has at his disposal. 

It is pointed out that many smaller business men rec- 
ognize their dilemma and are anxious to have it solved 
but in many cases do not know what the solution is or 
how to go about achieving it. Sometimes the solution 
may appear to be too expensive. Mr. Rosenthal points 
out that the resetting of a small business involves mul- 
tiple skills which cannot be provided by accountants, 
attorneys, or advertising agencies. 

This writer comes to the point where he recommends 
qualified industrial consultants even though they have 
to be engaged on a part time basis, spending a few days 
each month with the owners or top personnel of smal- 
ler businesses. 

Just what the point is which suggests engagement 
of a controller, or the assignment of controllership 
functions to some one individual, is difficult to define, 
and it is a fact that qualified controllers are not avail- 
able at salaries which smaller businesses usually can af- 
ford to pay. The points brought out by Mr. Rosenthal, 
however, suggest qualified controllership for these 
smaller businesses, if arrangements can be made to 
have it, as the solution of their problems. 

As has been pointed out in these columns, profes- 
sional controllership has made its appearance on the 
scene—that is, controllers who serve more than one 
company, holding themselves out on a professional 
basis similar to that of public accountants but differing 
from it specifically in that the controllers do not han- 
dle routine accounting and auditing work, but simply 
lay out plans for it. 

Under present conditions many public accountants 
are performing duties which have come to be recog- 
nized as those of controllers. It is difficult to determine 
just when a public accountant crosses over the line 
from independent auditor into private employment, or 
vice versa, in these cases. Certainly such a public ac- 
countant must divide himself into two personalities. 

Mr. Rosenthal’s solution that qualified industrial ac- 
countants can help smaller businesses solve their prob- 
lems has merit. The real point brought out by this 
discussion is that management aid will go far toward 
solvingthe problems of businesses, small or large. A.R.T. 




















































Financial Controls and Their 


Significance to Management 


No doubt it is somewhat presumptu- 
ous for me to discuss the subject of fi- 
nancial controls with members of the 
Controllers Institute, as I am sure that 
anyone of you possesses a much wider 
knowledge of this subject than I can 
ever hope to have. However, the sig- 
nificance of this subject, in solving the 
problems of the postwar period, is such 
that even a small contribution is a step 
in the right direction. We are told that 
in order to maintain reasonably full 
employment in the postwar period we 
must attain a national income of ap- 
proximately $140 billions. We must, 
therefore, provide the maximum em- 
ployment, to the maximum number of 
eople, at minimum prices, at a satis- 
actory profit. If we do not meet these 
objectives we may expect that the gov- 
ernment will do it for us. We, there- 
fore, are faced with the fact that we 
have but little choice. 

Before we launch into a discussion of 
one of the aids by means of which our 
objective can be accomplished, it is 
probably desirable to consider the effect 
of the war economy upon industry, 
upon management, and upon the nor- 
mal controls exercised by management. 
Aside from the natural dislocation in- 
volving, in many cases a complete 
change of products, these effects may be 
summarized as follows: 

1, Enormously expanded sales volume 
which in the vast majority of cases has been 
entirely fortuitous, 

2. Dislocation and disruption of existing 
organizations. In many cases this has in- 
volved the practical disappearance of sales 


departments and sales costs. 
3. Increased expenses due to: 


(a) The expansion of organizations. 

(b) Inexperienced and inefficient per- 
sonnel. 

(c) Inflated salaries and wages in spite 
of salary freezes. 

(d) Governmental reports and regula- 
tions. 

4. Increased costs due to: 


(a) Increased wages. 
(b) Inefficient personnel. 


It is highly probable that the job of 
meng es war materials could not have 
een done without these dislocations. 
It is equally true, however, that in many 
cases expenses and costs have not been 
kept sae control and it is undoubtedly 
true that a philosophy of “the govern- 
ment pays 80 per cent. anyway’ has 
been all too prevalent. 
In brief, the American public has 
been on an “expense drunk.” Many 
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corporations have been active partici- 
pants at this party. 

The end of the party is in sight and 
it is about time for us to taper off and 
to get back to the habits of sobriety, 
thrift and meticulous planning which 
have been to a large extent put aside 
during the emergency. 

This is easy to say but difficult to do. 
Many of the after-effects of the spree 
on which we have been will remain 
with us for many years. Habits of ex- 
travagance are not easy to overcome. 
On the other hand, it is to be hoped 
that some of the effects of this period 
will remain with us; for instance, I do 
not know of a single individual who 
hopes and expects to return to the level 
of wages and salaries which were paid 
in the thirties, particularly those in the 
lower brackets. If, however, we are to 
succeed in attaining our objectives, it 
will be necessary to see to it that the in- 
creased costs and expenses resulting are 
so controlled that they are not fully off- 
set by the necessity of increased prices. 

This may seem to be an unattainable 
objective, but it should be pointed out 
that in addition to the threat of the gov- 
ernment taking over, the productive ca- 
pacity of this country has been so in- 
creased during the war period and there 
are so many manufacturers of war mate- 
rials who are looking for new fields to 
conquer in the postwar period that those 
who do not seek to attain such an objec- 
tive may well find themselves in serious 
difficulties. 

To meet the competitive conditions 
which will, in all probability, exist in 
the postwar period, will require all of 
the ingenuity of which American man- 
agement has shown itself possessed. It 
will require the skillful use of all of the 
tools of management. Financial con- 
trols are but one set of tools, but never- 
theless are of major significance. 


What do we mean by the word “Con. 
trols” ? 

They may be defined in the broader 
sense of the term as those devices which 
enable management to plan its opera. 
tions. This is a challenging definition, 
It emphasizes, and deliberately so, that 
historical data is of value to manage. 
ment principally in that it aids manage. 
ment in formulating future plans. It is 
this aspect of control through planning 
that I should like to emphasize tonight, 
if only because of the fact that a 

lanned operation is the only operation 
which is likely to be controlled at all. I 
should also like to emphasize the sig- 
nificance of controls rather than dwell- 
ing too long upon the mechanics in- 
volved. 

The simplest, most universal and 
most basic controls are the ordinary bal- 
ance sheet and profit and loss statement. 
In the sense of our definition they are 
not controls unless they are planned. 
They will merely reflect what manage- 
ment has been lucky enough to accom- 
plish largely through fortuitous circum- 
stances. If management is willing to 
trust to luck in the postwar period, | 
strongly suspect that management will 
find itself out of luck. In other words, 
the controlled or planned operation 
may fail, but it is less likely to fail than 
an operation which is unplanned or un- 
controlled. 


ENp Not MEANS 


The income statement and _ balance 
sheet are, as you well know, only the 
end, they are not the means to that end. 
A mere setting out or wishing for a 
predetermined sales volume, certain ex- 
pense ratios and certain end results are 
not sufficient. Modern industrial organ- 
ization is teo complicated and present 
day conditions too uncertain for this. 





CONTROLS AND THE CONTROLLER 


In setting up financial controls for management, there must be clear under- 
standing that such controls can be “mechanistic” or “humanistic.” There should 
be much more to a system of controls than a set of charts plus definitions. Prop- 
erly developed controls can be both checks and stimulii. These and other con- 
siderations will come to the fore during the reading of this paper by Mr. Ellis, 
which he presented at the December 7, 1944 meeting of the Quad-Cities Con- 
trol. The author is an executive of McKinsey, Kearney and Company, Chicago. 


—THE EDITOR 
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Control must be attained by the meticu- 
lous planning of the individual execu- 
tive whose plan in turn is in conformity 
with a master plan. 

If control must be attained by the 
lanning of the individual then con- 
trols must be expressed in terms of the 
responsibility of an individual, to the 
end that responsibility for performance 
can be definitely placed upon his shoul- 
ders. Let us review briefly the various 
types of and applications of controls. 


SALES CONTROL 


First, sales control. This is of a dual 
nature. In other words, it is up to the 
sales department to produce a stated 
sales volume at a stated sales cost. This 
assumes that the sales policies of the 
company have been previously defined, 
that it is known what products are to 
be sold, that it is known at what price 
they are to be sold, that it is known how 
they are to be sold, and that it is known 
to whom they are to be sold. If these 
facts are known, the probable sales vol- 
ume for a reasonable period in advance 
can usually be determined within rea- 
sonable limits. If the sales volume is 
known within these limits, it is possible 
to determine what expenses can be in- 
curred in making these sales. 

Without some reasonably definite 
knowledge of the attainable sales vol- 
ume, it will be impossible for most com- 
panies to convert intelligently to peace- 
time production. Without this knowl- 
edge it will be impossible to provide 
the necessary facilities, it will be impos- 
sible to plan the organization, it will be 
impossible to provide for the purchase 
of materials and it will be impossible 
to provide the necessary financial re- 
sources. 

Therefore, the first control or plan of 
the sales department will be the domi- 
nant factor in the plans of the company 
and will relate to the anticipated sales 
volume. The second control will be of 
the more conventional type, namely, ex- 
pense control as related to selling ex- 
penses. 

Many executives, in contemplating 
their postwar problems, are realizing 
that they cannot foresee within precise 
limits the probable sales volume which 
they will enjoy. They have, therefore, 
attempted to meet any reasonable con- 
tingency by planning their layout, their 
organization and their facilities, to meet 
several different levels of sales. These 
Plans, in many cases, go so far as to 
stipulate the number of clerks which a 
department can afford to maintain, the 
number of salesmen who can be sup- 
ported, the number and kind of ma- 
chines which will be required as well as 
all of the other detailed information 
needed to plan and hence to control the 
business in the postwar period. 
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This is realistic postwar planning. 
Contrast it with the individual who ex- 
pects or hopes to maintain his volume, 
his organization and his present ex- 
pense levels by attempting to graze in 
the other fellow’s pasture. It is said, for 
instance that over sixty manufacturers 
are planning to enter the field of do- 
mestic refrigeration, who have never be- 
fore made a refrigerator, much less sold 
one. 

I do not mean to belittle the impor- 
tance of the development of new prod- 
ucts but I do believe that efforts in this 
direction should largely be confined to 
the improvement of old products or to 
the development and sale of products 
which are collateral to the regular prod- 
uct line. The shoemaker should stick 
to his last. 


OPERATING CONTROLS 


Second, operating controls. These are 
also of dual nature. It might be said 
that this duality consists in producing 
a stated volume at a stated cost. This, 
however, is not strictly applicable, be- 
cause the stated volume produced is be- 
yond the control of the individual re- 
sponsible for production. Usually it is 
up to the sales department. The dual- 
ity of operating controls divides itself 
more naturally into controls dealing 
with units and controls dealing with 
costs. 

Unit controls in the stricter sense of 
the term are not financial controls. 
Nevertheless, in assisting to bring about 
a predetermined financial result, they 
are almost essential and consequently 
merit discussion here. Unit controls are 
commonly grouped under the general 
heading of production control. This in 
turn embraces the field of material con- 
trol and production planning. 

Under the stimulus of the various 
priority plans of the government the 
use of material control has been consid- 
erably expanded during the war. I 
have even heard one representative of 
the War Labor Board remark that in- 
dustry was going to be taught to con- 
trol materials in spite of itself. 

It would be indeed unfortunate if in- 
dustry should abandon the results of 
the lessons learned during the war and 
return to the more or less prevalent pre- 
war practice of the haphazard control 
of its inventories. The first requisite of 
successful merchandising or successful 
production will lie in having enough 
material on hand at all times and not 
having too much material on hand. 

Production planning, on the other 
hand, has not been stimulated by the 
war conditions as much as has its com- 
age Progress has unquestionably 


een made. However, production plan- 
ing should assure, at a given sales level, 
that each machine is utilized to capac- 
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ity, that the time of each worker is fully 
utilized, that delays from shortages and 
bottlenecks be eliminated, and that pro- 
duction runs are made in the most eco- 
nomical lengths of run to the end that 
setup time delays are minimized. In 
short, it should assure that full utiliza- 
tion is made of machines and men. 

The problem of scheduling a multi- 
tude of postwar products through a 
plant is vastly different than that in- 
volved in scheduling a strictly limited 
number of standard items for the gov- 
ernment. It is one thing, for instance, 
to produce and assemble one or two 
types of shell fuses with perhaps twenty 
or thirty parts. It is another thing to 
produce and assemble eight or ten or 
more types of refrigerators, each with 
perhaps several hundred parts, and not 
only have enough material or com- 
ponents on hand at all times but also 
to end up the run with the minimum of 
overage on hand. 

Unit controls do not attempt to con- 
trol costs directly. They have an effect 
upon costs, but this effect derives more 
from improved operations than from a 
conscious effort to control costs. In 
controlling inventories they affect the 
balance sheet. In improving costs they 
affect the income statement. In both 
cases they are essential to financial con- 
trol. 


Cost CONTROLS 


Third, cost controls belong in a 
slightly different category. So much has 
been spoken and written about them 
that we need not burden this discus- 
sion. Suffice it to say that control of 
cost is obtained only when that cost is 
planned, no matter whether the plan 
is based upon experience, upon time 
study, or upon other engineering data, 
and no matter whether or not it be ac- 
companied by a wage incentive system. 

It may be argued, that it is impossible 
to forecast labor costs at this time. This 
is partially true but is it any reason in 
itself why we should not attempt to 
plan it, why we should not use our best 
judgment on what it will be, or what it 
will have to be to make a certain cost, 
or, carrying this further, to make a 
profit at a certain price. 

If the individual department head 
knows what his costs have to be, experi- 
ence has shown that by study, by change 
in method, or by change in design 
sooner or later more often than not, a 
way will be found to meet that cost. 

Controls set a standard, if you will, 
by which the individual can judge and 
be judged. Without an objective or a 
standard, the individual cannot know 
how he fits into the plan as a whole. 

We can, therefore, state that the first 
manner in which controls are of sig- 
nificance to management lies in the fact 
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that controls provide information upon 
which the individual can base his plans 
and judge his performance. 

The reasoning leads us logically into 
the second way in which controls are of 
significance to management, namely; in 
providing the means for securing co- 
ordination between the various individ- 
uals concerned. 

In modern organization one of the 
most difficult things to attain is proper 
coordination between departments. The 
sales department must know its prob- 
able volume and expense. It must know 
the probable costs of each product if it 
is to price these products. The produc- 
tion department must know the prob- 
able volume to be produced in order to 
plan its facilities, its organization, its 
methods of manufacture and in order 
to estimate the costs upon which the 
sales department will base its prices. 
Purchasing must know what materials 
are needed at what time. Finance must 
know what is needed for receivables, for 
inventory and for facilities. Coordination 
of the kind required cannot be secured 
without a plan. Controls provide the basis 
for this plan. They are the plan. 

The plan as a whole can only be the 
sum of the plans of the various depart- 
ment heads, for if the individual has no 
part in the formulation of his plan he 
cannot be held responsible for meeting 
its requirements. It is true that a cer- 
tain amount of cutting and fitting will 
inevitably be necessary to make our suit 
fit. If the final results are not satisfac- 
tory each individual must give and take 
until it be so, but this giving and tak- 
ing must be the result of the under- 
standing by each of the problem as a 
whole. Surely, this is a worthy objec- 
tive in itself. 

No plan can be static. No plan will 
be perfect, but a poor plan will cer- 
tainly be better than none at all. 

By this time, I strongly suspect, you 
may have gathered that I have been 
talking about a budgetary approach. I 
have carefully avoided calling it a 
budget for the reason that, to many, the 
word “budget” suggests an elaborate 
and rather rigid limitation on the free- 
dom of action of the individual. The 
word “budget” further has acquired a 
connotation of dealing largely in money 
and relating particularly to expense. I 
believe the word “‘plan” is more all em- 
bracing and hence more descriptive of 
what we are driving at. 

Our plans cannot deal in money 
alone. They must deal in men, in mate- 
rials, and in machinery as well. Above 
all they must be flexible in order to 
deal with the unforeseen contingencies 

which lie ahead in the postwar period. 

Perhaps, at this point it would be 
well to discuss a collateral point rela- 
tive to the significance of controls as a 

coordinating instrument. 
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CENTRALIZATION TREND 


For some time there has been an un- 
fortunate trend toward the centraliza- 
tion of management and particularly to- 
ward the centralization of control. 
While there is some evidence that the 
pendulum is beginning to swing the 
other way it is a philosophy of manage- 
ment which is still widely held. It prob- 
ably arises from: 

1. The fact that the immediate cost is often 
apparently less under a centralized operation 
than under a decentralized operation. 

2. The desire to create the mechanically 
perfect system which will eliminate the possi- 
bility of human error. 


With respect to the first point, it is 
often true that it can be proven that 
the work can be done more efficiently at 
a central point. It is often questionable 
whether it can be done more effectively. 

It calls to mind an experience of a 
large retail store involving a recom- 
mendation for the centralization of a 
certain function. This particular func- 
tion had been batted about several times 
between the two extremes. The con- 
troller was able to produce the previous 
studies either recommending centraliza- 
tion or decentralization as the case hap- 
pened to be. He found that if all the 
estimated percentage savings had been 
added up and realized in the course of 
the several changes, that the department 
should have currently been operating at 
no expense at all. 

A discussion of the second point, 
namely the elimination of human error 
(at least of subordinates) brings us to 
the third instance in which controls are 
of significance to management, namely; 
in the development of men. This is the 
most significant of all. 


SYSTEMS AND MEN 


There seems to be desire on the part 
of many businessmen to find some 
touchstone, some panacea which will 
forever solve their problems. Often it 
is expected that this cure-all will be 
found in some system which in some 
mysterious manner will never fail. Un- 
fortunately things don’t work cut that 
way. Systems don’t run businesses. Men 
run them and men do not possess the 
same exactness and the same degree of 
standardization as is possible in a sys- 
tem. Controls are merely a tool of man- 
agement. The effectiveness of their use 
is, therefore, of far greater significance 
than the perfection of their form. This 
is something that most of us are prone 
to forget. 

It is far better to develop a method 
of control which is sufficiently simple in 
its conception so that management and 
supervision can understand it and util- 
ize what there is of it than to have a 
method which dots the last “i” and 
crosses the last ‘‘t.” The perfection of 
the method can come later. You would 








not consider feeding a baby a pork chop 
until some time after it had been 
weaned. You do not teach algebra un. 
til the pupil has learned addition, sub. 
traction and multiplication. Why should 
you expect your unenlightened associ. 
ates to walk before they can crawl? 

The establishment of “perfectionist” 
controls may bring immense satisfaction 
to the author but they rarely bring more 
than a headache to his associates and 
they almost never pay dividends. Per. 
haps these remarks should be qualified 
by saying “unless they reach this state 
of perfection over a long period of time 
and are accompanied by a period of edu- 
cation in their use.” 

Modern methods of education are 
predicated upon the theory of arousing 
curiosity in the pupil instead of teach- 
ing by rote. Too often, the controller or 
some other executive will write up a 
procedure and say “here it is, use it.” 
This is teaching by rote. Too often we 
see cases where elaborate reports are 
compiled which only serve to clutter up 
the files and to gather dust. 

The controller's organization is a 
service organization. It can be of serv- 
ice only if it furnishes tools that are 
sharp and that are adapted to the rela- 
tive skills of those who use them. That 
controller will be wise, therefore, who 
educates by arousing curiosity, who by 
the slow and painful process of creating 
a desire for knowledge gets his associ- 
ates to ask for more. 

It reminds me of a darky who used to 
work for me. I was very anxious to 
have my boys do an hour or two of 
work around the house every day, rak- 
ing leaves or cutting the lawn. I asked 
the darky to see that they did it. His 
answer was, ‘Boss, at’s mo’ trouble than 
ef I don it myself.” Perfectly true, as to 
the results he wanted, namely getting 
the lawn raked, but not from the point 
of view of what results I wanted, 
namely to develop the work habits of 
my boys and incidentally to get the 
lawn raked. Likewise, if the controller 
tries to do it himself, he will get a re- 
sult, but not the one desired. What is 
this desired result ? 

Briefly it is to create a cost conscious- 
ness in every member of the organiza- 
tion to the end that the individual, be 
he foreman, superintendent, department 
head or executive, will be his own con- 
troller and will seek not only to keep 
costs under control but will seek as well 
to find methods of reducing costs and 
of coordinating his operations with 
those of his associates. 

Our modern industrial age has been 
called the age of specialization. Unfor- 
tunately this is only too true. The tech- 
nical knowledge required of each spe- 
cialist is such that it often precludes 4 
knowledge of the field covered by 
others. It should not preclude an ap- 
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reciation of the problems of others, 
and yet this is too often the case. It is 
easier to “do it yourself” than to teach 
others to do it. It is possible to con- 
trol, to plan, through the use of con- 
trols, the operations of a large organiza- 
tion. We can develop a fairly rigid 
Jan based on centralized control. How- 
ever, it leads to a bureaucratic type of 
operation. It stultifies individual initia- 
tive and imagination. It does not de- 
velop competent men. 

We have said that men run _ busi- 
nesses. Men have acquired the technical 
knowledge to solve the problems posed 
by the war, to bring our people up to 
the highest living standard known to 
history by virtue of just one factor, edu- 
cation. We can solve the problems of 
the postwar world only by education, 
only by the conscious development of 
more, and more competent men. 


WHAT CONTROLS PROVIDE 


This is the third great significance of 
financial controls to management. They 
provide one means of presenting facts 
to men. They provide one means by 
which the individual can be’ made to 
think for himself. They provide one 
base at least, by which the individual 
can be developed, by which he can do 
a better job. They provide the means of 
coordinating widely separate units. 
They can be the means of preserving 
initiative. They can be the means of 
“making the decision at the lowest pos- 
sible level of authority’ to the end that 
top management has more time to plan 
and to think. 

This means developing better presi- 
dents. It means better vice presidents. 
It means better superintendents, better 
branch managers. It means better fore- 
men and even better workers. 

It means that the sales vice president 
and his assistants can think in terms of 
profit, in terms of the effect of volume 
on cost and on profit, in terms of the 
relative profitability of various prod- 
ucts, in terms of balancing production. 
It means that they can think in terms of 
selling expenses and the productivity of 
the sales expense dollar, a subject, by 
the way, which is rarely given the con- 
sideration it deserves. 

It means that the production exec- 
utives will “engineer” their plans more 
carefully, more accurately. It means 
that each superintendent, each foreman 
will measure his performance against a 
preconceived plan, against a standard. It 
means that each of these men, because 
they are furnished with better tools and 
because they have been taught how to 
use these tools, will do a better job. 

It means that the controller cannot do 
it himself. He must teach others to do 
it. That is the harder way, but it is the 
only way in which we will get results. 
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Low Postwar Federal Budget 
Viewed as Liberty Symbol 


In the course of an analysis of postwar 
budgets and taxes, published in a recent 
issue of “The Tax Review,” (Tax 
Foundation, New York) Harley L. Lutz, 
Professor of Public Finance at Prince- 
ton University and chief economist of 
the Foundation, declares that one source 
of current confusion is ‘‘the large crop 
of predictions and forecast regarding 
the frightful things that will happen 
unless there is continuous full employ- 
ment and a large national income. The 
bogey used to scare everybody into un- 
questioning acceptance of grandiose 
spending plans is the unemployment 
and distress of the early 1930's. Gov- 
ernors of states and mayors of cities 
have joined the procession with their 
state and local public works projects, to 
be financed in part from accumulated re- 
serves and in part, according to their 
expressed hopes, by grants from the 
federal government. 

“In the condition of hysteria which is 
so easily induced by any reference to 
the unlamented 1930's, too many people 
overlook the huge bulwark that now 
stands between us and the distress of 
that period. As of October 1944, this 
bulwark was a reserve for unemploy- 
ment compensation of some $6.3 billion 
plus an annual tax increment to this 
fund of about $1.5 billion; and a re- 
serve of $6.4 billion for the provision 
of old-age and survivors’ benefits, plus 
a current annual increment of $1.4 bil- 
lion to that fund. Because of ‘these re- 
serves there cannot possibly be, in all 
respects, a repetition of the experiences 
of the 1930's,” Dr. Lutz declares. 

If we have any faith in the social 
security system, and certainly before steps 
ate taken for expanding it, we should 
be willing to test it. We should be pre- 
pared to spend the reserves, if necessary, 
to absorb the shock of readjusting em- 
ployment and national income to the 
postwar levels. It would be far better to 
do this than to let ourselves get drawn 
now into vast spending commitments 
which will jeopardize all prospects for 

ostwar tax reduction. 

“The fiscal medicine men have told 
us that we can have a high national in- 
come at all times and under all circum- 
stances, simply by letting the govern- 
ment create, through deficit financing, 
enough purchasing power to inflate the 
national income to the desired level. It 
is certainly possible to do this since the 
concept of national income is, by defini- 
tion, the value of goods and services 
produced at the current price level. 
Whether the incentives which cause the 
enterprise system to function would 
operate effectively in a free market un- 
der this kind of stimulus is a matter re- 


garding which no supporting evidence 
can be adduced. On the contrary, both 
logic and experience indicate that a 
steady undermining of the public credit 
through continued large deficits is a 
menace to enterprise. Thus we should 
have the paradox of a high national in- 
come, supported by deficits and of such 
a fragile character that the levy of taxes 
sufficient to end the deficits would 
cause a severe shrinkage of that income. 

“It cannot be repeated too often, or 
too emphatically, that while a large na- 
tional income is an indication (not a 
cause but an indication) of general 
prosperity, the sure and safe way to get 
it is by restricted federal spending and 
moderate taxation rather than by huge 
budgets supported by heavy taxes or 
by inflation-creating deficits. A national 
income created by the processes of 
thrift, investment, work and venture- 
some planning will be tough-fibered 
and resilient, capable of supporting 
all reasonable needs of government un- 
der moderate taxation. A national in- 
come inflated to dizzy heights by extrav- 
agant government spending will have 
all the substantial and enduring quali- 
ties of a cloudbank. 

“Nevertheless, it is easy to get lost in 
a cloud or a fog. If the budget is per- 
mitted to expand to a level that would 
be supportable only if the national in- 
come were large, and if government 
were permitted to step in with measures 
for sustaining that income, the inevita- 
ble decline of private investment and 
private enterprise would lead to ever- 
enlarging government action, until the 
private economy were swallowed up. A 
low federal budget ($13-$15 billion) 
will be the symbol and pledge of in- 
dividual liberty. A massive federal bud- 
get is likely to be the signal for the loss 
of that liberty.” 


Disabled Veterans Prefer War Jobs 
to “Pay-While-Learning” Plan 


Disabled veterans are being absorbed into 
war jobs so rapidly that comparatively few are 
applying to the Veterans Administration for 
specialized training, Public Relations Director 
Edward M. Lewis revealed recently. 

While 9,359 veterans were taking rehabilita- 
tion courses at the end of 1944, another 150,000 
entitled to training didn’t bother filling out 
training application forms, Mr. Lewis said. 
They apparently found war plant salaries 
more attractive than the Administration’s “‘pen- 
sion while-learning”’ plan. 

Mr. Lewis said that the war jobs have been 
“tremendous morale builders’ because the vet- 
erans not only earn good pay but have the 
satisfaction of boosting the war effort. He be- 
lieves, however, that when war output tapers 
off, many veterans will seek vocational train- 
ing. Such applications may be filed up to two 
years from date of discharge or two years from 
date Congress declares the war ended, which- 
ever is later. 


















































Warehousing’s Role in 


Postwar Inventory Financing 


Inventory can be made to carry itself. 
This does not suggest any easing of the 
transportation problem. Rather it means 
the financing of inventory can be ac- 
complished by using the inventory as 
the “piece de resistance” of the trans- 
action. Not only is such a solution ap- 
plicable to owners or purchasers of 
goods who borrow money from their 
bankers secured by such goods, but it 
also applies to large distributors of 
merchandise who desire to place sizable 
quantities of goods in the hands of dis- 
tributors who may not have the credit 
capacity to warrant their holding the 
goods without first paying for them. 
More about this later. 

In the financing, as in the distribu- 
tion, of inventories, both terminal and 
field warehouses have long been recog- 
nized and accepted for the jobs each is 
called upon and equipped to perform. 
In arranging inventory financing, where 
it is both economical and expedient to 
move merchandise into terminal stor- 
age, an owner should use terminal stor- 
age. Where economy can best be served 
by utilizing one’s own storage space, 
obviously the owner of the goods 
should use field warehousing. Each type 
of warehousing has a particular func- 
tion to perform, and each has demon- 
strated its ability to perform that func- 
tion excellently. An owner of inventory 
requiring refrigerated storage would 
not think of warehousing that inven- 
tory otherwise than in refrigerated stor- 
age. If, as in the case of a large number 
of egg, fruit and vegetable freezers, an 
owner maintains his own cold storage 
plant, it is — natural, if he should 
wish to pledge his refrigerated inven- 
tory for collateral purposes, for him to 
employ the facility of field warehousing 
in order to eliminate the necessity of 
moving the goods into public storage 
prior to their direct introduction into 
distribution. On the other hand, if he 
lacked cold storage facilities, he quite 
obviously would use a convenient pub- 
lic cold storage warehouse and would 
request the issuance either of negotiable 
or non-negotiable public warehouse re- 
ceipts as his banker might require. The 
matter is one of expediency and econ- 
omy. 

For many years owners of goods have 
used their inventories as collateral se- 
curity to obtain loans to finance their 
seasonal operations. Field warehousing 
has been utilized with increasing fre- 


By Robert L. Gordon 


quency to establish the validity and to 
set up the efficacy of the inventory as 
collateral. Grains in public grain ele- 
vators have long been the basis for 
pledge. Distillers’ receipts, a first cousin 
to the receipts issued by public ware- 
housemen, have, almost since the ad- 
vent of distillation in this country, been 
used as instruments of security against 
which banks and other lenders have ad- 
vanced vast sums of money. 

During the last decade, the utiliza- 
tion of inventory for collateral purposes 
has expanded to the point where today 
not only canned goods, not just com- 
modities traded on commodity ex- 
changes, not just liquor, but also every 
conceivable item of inventory that rep- 
resents legitimate stock in trade and 
that has real promise of utilization in 
the owner’s manufacturing process or 
of sale in the normal course of his busi- 
ness, may be pledged as collateral 
against which money may be borrowed 
from almost all banks and finance com- 
panies in the country. 


PosTWAR WORKING CAPITAL 


It is perhaps not unreasonable to as- 
sume that with the postwar period will 
come an era of heavy borrowing. A 
great deal has been written about how 
good the working capital condition of 
business is and how much actual cash 
or convertible securities industry and 
business possess. In some quarters there 
is a genuine feeling that business gen- 
erally is in a very easy working capital 
position with a sufficient quantity of 
liquid assets to withstand the impact of 
the reconversion that will characterize 
the period immediately prior to and for 
some time following V-J Day. There 
are just as many businessmen and bank- 
ers who feel an uneasiness about the 
whole thing. There are those who are 
convinced that many businesses are op- 
erating on tax funds or renegotiation or 
reconversion funds and have failed to 


set up adequate reserves against the cash 
demands that inevitably will be made 
upon them by their government or b 
the necessary reestablishment of their 
capacity to do a peacetime business, If 
the working capital position of business 
is no better than is indicated by the 
probable effect of. such settlements, 
then, beyond question, borrowings will 
be substantially greater than are pres- 
ently anticipated. 

If, in the absence of working capital 
sufficient to warrant borrowing money 
on an open or unsecured basis, bankers 
insist upon collateral, no better collat- 
eral can be offered than the pledge of 
a borrower's inventory, either already 
owned or to be acquired with the pro- 
ceeds of the anticipated credit. As long 
as the inventory is stored, for legal 
reasons, with either a public warehouse- 
man or a field warehouseman, either in 
terminal storage or on the owner's own 
premises under the control of a good 
field warehouseman, almost any bank 
or finance company in the United States 
will lend money on it. Bankers like to 
make loans against inventories because 
such loans are by nature, in effect, self- 
liquidating, in that they pay off as the 
inventory is either used in manufacture 
or sold in the ordinary course of busi- 
ness. 

There is yet another angle that every 
businessman should keep constantly in 
mind, The merchandise that is available 
today, whether it is shirts or shoes, 
fountain pens or fishing tackle, is es- 
sentially “ersatz.” It is sub-standard in 
quality when compared with prewar 
goods or goods that will be of standard 
quality once the war is over and manu- 
facturing restrictions are lifted. This 
wartime substandard merchandise can- 
not expect to compete pricewise with 
goods of normally acceptable quality. 
The result of this is a serious potential 
devaluation of the wartime goods once 
standard goods become available. 








INVENTORY AS COLLATERAL 


Increasing utilization of field warehousing to establish the validity and to set 
| up the efficacy of inventory as collateral is noticeable, Mr. Gordon points out 
| in this article, which also has been published in the September 15th issue of 
“Distribution Age.” The author is vice president of Lawrence Warehouse Com- 
pany. Corporate officers who have pondered means of making inventory carry 
itself will find much of interest in Mr. Gordon’s presentation. 


—THE EDITOR 
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The effect of such devaluation will be 
, matked depreciation of current assets 
4nd a substantial deterioration of work- 
ing capital. Many concerns must expect 
to have their working capital position 
so far impaired as to seriously affect 
their unsecured borrowing capacity. 
This need offer no real obstacle, how- 
ever, inasmuch as in every such situa- 
tion inventory may be used to establish 
borrowing capacity on a secured basis. 
Many bankers have frankly stated their 
expectation that inventory-secured loans 
will expand in the postwar era, proving 
to be a panacea for the financing prob- 
lems of many businessmen who will be 
faced with the need to finance the pur- 
chase or carrying of inventory. 


Us—E OF INVENTORY IN DISTRIBUTION 


Just prior to the beginning of World 
War II, a practice in the distribution of 
nationally-advertised good had begun to 
develop. Manufacturers, in order to 
compete in a given territory, found it 
necessary to have available in that ter- 
ritory a complete line of their goods in- 
duding all models, sizes, colors, types, 
ec. It occurred frequently that local 
ot regional distributors lacked the fi- 
nancial capacity to buy on open book 
account all of the merchandise which it 
was expedient for them to carry. Con- 
signment has always been so fraught 
with uncertainties that it has never been 
wholly satisfactory. National distrib- 
utors felt that in order to protect them- 
selves adequately some, system other 
than consignment should be utilized. 
The practice developed of establishing 
field warehouses on the premises of the 
distributors when space was available, 
ot, when not available, opening an ar- 
rangement with a convenient public 
storage concern. In either event, com- 
plete inventories of merchandise were 
domiciled locally to be available as 
needed by the local or regional dis- 
tributor. 

In operation, two alternative plans 
are used. Under one alternative, the 
national manufacturer retains title to 
the warehoused goods by taking back 
warehouse receipts. The local or re- 
gional distributor, under an arrange- 
ment determined beforehand between 
himself and the manufacturer, pays for 
such merchandise at the time he with- 
draws it from the warehouse. The dis- 
tributor has all the merchandise he 
needs immediately available to him 
without the necessity of his investing 
beforehand substantial sums of money 
which he does not have. The national 
manufacturer retains his title, is not 
faced with the necessity of advancing 
large suMs On open account, and yet has 
his line well represented wherever 
necessary to meet competition. 

Under the other alternative, which 
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has been used with considerable success 
in the distribution nationally of con- 
sumers’ goods, substantially the same 
procedure as outlined above is followed, 
except that instead of the national man- 
ufacturer taking back the warehouse re- 
ceipts, the latter are issued to a bank or 
finance company which carries the 
credit. A field warehouse is established 
on the distributor’s premises or he uses 
terminal storage facilities as best serve 
his purpose. He arranges with his local 
banker for credit sufficient to pay for 
his necessary inventory purchases. The 
banker holds the warehouse receipts .as 
collateral for loans made. The manu- 
facturer, receiving payment for his' mer- 
chandise, is thus out of the picture. This 
eliminates the need for a manufacturer 
to be his own banker. Frequently a 
manufacturer will sell at lower prices 
for cash than if he is required to carry 
a credit for an extended period of time. 
Many a distributor has found that dis- 
counts earned on cash purchases repre- 
sent the real difference between profit 
and loss. 

A modification of the plan is where 
the banker is called upon to lend close 
to one hundred per cent. of the pur- 
chase price, thus narrowing his security 
margin in some cases far below what is 
warranted by the distributor's credit 
capacity. In such instances, it is not un- 
common for the banker to require, and 
for the manufacturer to give, a repur- 
chase agreement covering all or any 
part of the goods warehoused. Such 
agreements are tailor-made to fit each 
particular transaction, and the terms of 
all are not necessarily the same. The ef- 
fect of all, however, is to say to the 
banker that if at any time the distribu- 
tor fails to live up to his credit commit- 
ment in accordance with the terms set 
out in notes he has signed to his bank 
or in a loan agreement that may accom- 
pany them, the details of which may be 
recited in the repurchase agreement, the 
banker may call upon the manufacturer 
to take back the warehoused merchan- 
dise and pay off the loan with accumu- 
lated interest. 

Under the general arrangement, an 
agreement is entered into between the 
lender and the warehouseman which 
contemplates release of warehoused 
goods as they are needed by the dis- 
tributor on a pay-off basis determined 
by the distributor and his banker, the 
general idea being that as goods are 
released by the warehouseman on in- 
structions from the lender, they will be 
paid for by the distributor, reducing his 
outstanding loan. 

None of these practices mentioned 
are innovations. They are auxiliaries to 
the highly-developed American system 
of financing the distribution of inven- 
tories. They offer workable and inex- 
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pensive solutions to the financing prob- 
lems that beset any concern whose abil- 
ity to merchandise goods exceeds its 
capacity to purchase and stock as much 
inventory as it can sell profitably. The 
use of warehousing to create inventory 
collateral has long been recognized, 
both as a desirable and satisfactory ad- 
junct to the financing process. 

Already there begin to be signs that 
inventory financing will be used widely 
in the postwar period for reasons al- 
ready cited in this article. National 
manufacturers, with whom distribution 
has always been a problem, have indi- 
cated their desires to make satisfactory 
tie-ups with responsible warehousemen, 
the more to be sure that merchandise 
which they will distribute all over the 
country will be satisfactorily controlled 
until such time as it is translated into 
liquid funds. That the future is fraught 
with uncertainty is recognized by every- 
one who has given any thought to it. 
That the working capital condition of 
business may turn out to be weaker than 
is felt in some quarters has only added 
to the consternation with which bank- 
ers and businessmen already are looking 
to the future. 

Warehousemen have a tremendously 
important and, at the same time, a 
profitable opportunity to render a real 
service to American business and finance. 
They can and should be more than 
mere custodians of merchandise pro- 
viding a resting place for such mer- 
chandise within the distribution proc- 
ess. They can be creators of collateral, 
and in this highly important role they 
can aid in financing the distribution of 
merchandise and so be more important 
to business than ever before in their 
history. They await only the opportu- 
nity to serve the civilian economy with 
the same characteristic efficiency dis- 
played in their service of the war effort. 
They are equipped to do a real job for 
business and banking, and it appears 
likely that they will be called upon to 
do that job. 


Canada Expects to Retain 
Price Rule After War 


Price control in Canada will continue for 
some time following the war with Japan, C. D. 
Howe, Minister of the Department of Recon- 
struction, said recently in Ottawa. 

It will be retained, he said, in the inter- 
ests of “orderly reconversion’’ of the nation’s 
economy to a full peace-time basis. 

The program provides: Increasing domestic 
goods market by measures ranging from spe- 
cial taxation concessions to manufacturers to 
legislation to assist housing. Extending ex- 
port markets by credit legislation and greatly 
expanded efforts by the Department of Trade 
and Commerce. A social welfare program 
which will aid family purchasing power. 
Measures to stimulate private investment. A 
widespread program of deferred public works, 
some of which will be carried out in coopera- 
tion with provincial and municipal govern- 
ments. 















































Every time a member of our organ- 
ization is called upon to discuss the sub- 
ject of office evaluation, there is consid- 
erable discussion as to whether or not 
the talk should be theoretical or prac- 
tical. It has been our experience that 
management’s understanding of both 
job and office evaluation has had too 
much emphasis on the theoretical. On 
the other hand, labor, by being more 
practical, has obtained distinct advan- 
tages in the application of job evalu- 
ation. 

Fortunately few office employees are 
organized, so management has been 
able to obtain more successful results 
from office evaluation than they have 
from job evaluation. It should be 
pointed out here that there is a great 
deal of difference between the two. I 
would estimate that there have been 
perhaps 100 job evaluations accom- 
plished for every office evaluation. 

The majority of job evaluations have 
had labor participation and if not, at 
least labor review and approval before 
being submitted to the WLB. Because 
of this, and because of the fact that 
labor has given thorough and compre- 
hensive study to the subject, job eval- 
uation has been tremendously refined 
and improved during the last five years. 

The job evaluation manuals in use a 
few short years ago would have little 
chance of surviving today if subjected to 
a serious attack by labor. I think that I 
am correct in saying that office evalua- 
tion today is in the Model T Ford 
stage, when compared to job evalua- 
tion. I have seen a great many office 
evaluations and manuals which have 
served most satisfactorily. If, however, 
these office employees were organized 
by an aggressive and intelligent union, 
the manuals and procedures which 
served successfully in the past, would 
have been found quite inadequate. 

I do not wish to venture any opinion 
as to the possibility of office employees 
being organized in the near or distant 
future. I do, however, wish to point 
out, for what it is worth, that present 
office evaluations can be greatly im- 
proved; that you men should take the 
initiative in improving them and in 
that way provide yourself with a much 
sounder management tool than is at 
present available. 

In order to get us all thinking along 
the same line, I am going to use two 
theoretical illustrations of office evalua- 
tion. These illustrations will show, ‘why 
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we need office evaluation” as well as, 
“how it was developed.” 

You have all probably heard two of 
your employees arguing about the rela- 
tive merits.of their respective jobs. The 
argument probably went something like 
this: 


“You file girls certainly have a soft job, that 
new blonde that was just hired learned it in a 
week. A girl has to go to business school for 
six months to learn shorthand and typing.” 

“Sure, you probably had to go to school for 
six months because you didn’t have it in high 
school. Anybody can take dictation and type a 
letter if your boss spells out all the hard words 
for you, tells you how to punctuate, and then 
reads the letter before signing to see if it’s 
O.K. Once we file something it’s filed, and if 
we can’t find it when the big boss wants it, 
we may lose our best customer.” 


“Well, I suppose our best customers would 
continue to do business with our company if 
we stenographers had our letters all full of 
fingerprints and didn’t smooth out some of the 
grammar? Boy oh boy, if we sent out some of 
these letters the way they're dictated, they'd 
sure be a mess!” 


That is enough to give you the gen- 
eral idea. These two girls were rather 
crudely evaluating their jobs—bdxt not 
too badly. When they got done it prob- 
ably would have been quite clear to an 
impartial observer whose job was the 
most important. 

But, supposing another girl from the 
duplicating department came long and 
entered the argument? Her job wouldn’t 
compare very well with the other two, 
because she would introduce into the 
argument such things as the heat from 
the blue print equipment; the dirt from 
the ditto masters that got all over her 
hands, face and clothes; the way her 
hands got sore from all the scrubbing 
that was necessary. 

Now again, an impartial observer 
would not have too much trouble deter- 
mining which of the three jobs was the 
most important, and which the least. 

But if this impartial observer was 
told that any one of the jobs was worth, 
let us say 500 points, it would be ex- 
tremely difficult for him to say how 
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much either of the other jobs would be 
worth in points. 

If instead of 3 jobs there were 100, 
the difficulty in determining the relative 
worth of each would become impos- 
sible, unless some systematic procedure 
was set up to assist. This is what office 
evaluation really is—a systematic means 
of determining the relative worth of jobs, 

You can, therefore, see that it is fairly 
easy to classify jobs into their relatine 
order of importance, but to determine 
their relative worth in terms of points, 
or money, or any other measurement, it 
becomes much more difficult. 

To illustrate how office evaluation 
has been developed and the type of con- 
sideration which was necessary, I am 
going to tell you another theoretical 
story. This story is about the Jones 
family. 

Back in 1939, Mr. and Mrs. Jones de- 
cided the old family car was getting 
pretty badly worn and that they ought 
to have a new one. They were a family 
of limited means, so having read the 
advertisements, and after listening to 
the radio, they decided to buy one of 
the big three. 

They went down to the show rooms, 
looked: them all over, had demonstra- 
tions, but could not decide which one to 
buy. 

After losing a lot of sleep over it, 
since they only bought a car once every 
three years, and since it was quite a 
large financial outlay, they sat down 
one night and Papa Jones and Mama 
Jones decided that there were three im- 
portant things they should consider in 
buying a new car. These were: Appeat- 
ance, Comfort, Performance. 

They decided that each of these was 
worth one point, that they would rate 
the cars, and the car that got the most 
points would be the one they would 
buy. 

So they looked at the pictures again, 
and thought back over the demonstra- 
tions they had had, and unanimously 
agreed that: the “Chevvy” was the best 





IS OFFICE EVALUATION THE ANSWER? 


In this detailed account Mr. Trundle, vice president of The Trundle Engineer- 
ing Co., sets forth many worthy points regarding office evaluation and its rela- 
tionships with the salary stabilization program. The author presented this paper 
at the April 24 meeting of the Detroit Control. 


—THE EDITOR 
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looking, the Plymouth most comfort- 
able—and the Ford had the best per- 
formance. 

They all, therefore, got one point, so 
they were no better off than when they 
started. 

Mrs. Jones then said, ‘Well, which 
one’s the cheapest—we’ll buy that.” So 
they added the fourth item—cost. 

This, of course, settled the argument 
on one car, but neither of them were 
very happy with the answer they ob- 
tained, and did not want to abide by 
this decision. 

About that time, Jimmy Jones, Jr., 
came in and started looked at what they 
were doing and said, ‘“Pop—what do 
you mean by performance?” When Pop 
started to explain he became rather con- 
fused, so they started over again on 
erformance and decided that it broke 
down into: Speed, Pick-Up, Gas Con- 
sumption, and Oil Consumption. 

Mrs. Jones came back into the argu- 
ment then and said, “Speed is all right 
to talk about, but they'll all go 75 miles 
per hour which is plenty fast enough, 
so if you're going to give one point to 
each of these performance factors, I’m 
going to give four points to comfort, 
because you know how my back aches 
on that long ride down to Aunt Suzie’s 
in Georgia every summer.” 

Jimmy, Jr., then decided that their 
car ought to be just as snappy as the 
Smith’s, so he started holding out for 
four points for appearance. Dad wasn’t 
so sure about this since he was a me- 
chanic, and to him performance was 
pretty important, although he did ad- 
mit that when it got down to pick-up, 
that that was pretty hard to measure 
and they should give that one-half 
point. 

Well, the first thing you knew, they 
had something like this: Cost 2, Ap- 
pearance 3, Comfort 4, Speed 1, Pick- 
Up 14, Gas Consumption 2, Oil Con- 
sumption 34. 

About that time, Mary Jones came 
home from the 5-and-10 where she 
worked—got into the argument and 
said her boy friend had a Pontiac, 
which didn’t cost much more than the 
big three when you consider trade-in 
value and everything, and couldn't she 
figure this the same way. 

They decided she could, but when 
they figured it out, the Pontiac ob- 
viously came first in appearance, com- 
fort and speed, and netted 8 points 
which won the battle hands down. 

Jimmy, Jr., then wanted to try a 
Cadillac, but Mrs. Jones who was the 
thrifty one of the family, said, ‘Sure, 
that’s all right, but we had better break 
that cost factor down some more. Let's 
say we'll give: 2 points for $600-$750, 
1 point for $750-$850, 14 point for 
$850-$1,000, 14 point for over $1,000.” 
They started getting so many frac- 
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tions that they could not add very easily, 
so Mary, who worked in the 5-and-10 
and was used to dealings in multiples 
of 10, said, ‘“Let’s start out with a total 
of 100 points and then break that down 
and give a maximum number of points 
to each factor.” 

They finally ended up with some- 
thing like the table on this page. 

The Jones Family had really made an 
“automobile evaluation.” 

An office evaluation is exactly the 
same thing, and originally was arrived 
at by the same technique, but not quite 
as rapidly. It started as a very simple 
thing, much like the Jones’ auto evalua- 
tion—then became overly complicated, 
but today is generally considered a 
sound management tool. 

In the case of the Jones family, the 
factors they felt important were such 
things as appearance, comfort and per- 
formance. 

In the case of office evaluation, there 
are also important factors. I think it is 
the consenses of authorities that the ma- 
jor factors to be considered in an office 
evaluation are: 





RESPONSIBILITY FOR: 


Decisions 

Direction of others 
Creation of good will 
Trustworthiness 


PRACTICAL KNOWLEDGE 


APTITUDE: 
Manual skill 
Mental skill 
Adaptability 
EFFORT: 
Mental 
Physical 
WORKING CONDITIONS 


These are broken down further into 
sub-factors, for ease in measurement. 

In making an office evaluation, each 
job, as it exists in the office, is measured 
against each factor, and depending 
upon the degree required under each, 
assigned points. When the total num- 
ber of points has been determined for 
each job, a common measuring stick is 
then available, again just exactly like 
the Jones’ auto evaluation. 

In order to determine the existing 
rate structure, the hourly rate paid for 















Points Factor Max. 
COST: Initial $600- 750 300 
F 750- 850 200 
850-1,000 100 
over 1,000 50 300 
Trade-In . $200-300 25 
300-400 50 
400-500 75 
500-600 100 100 400 
APPEARANCE: Very good 250 
Good 200 
Fair 100 
Don’t Like 25 250 250 
COMFORT: Leg Room—Good 50 
Fair 30 
Bad 10 50 
Riding— Soft 150 
Average 100 
Hard 50 150 200 
PERFORMANCE: Speed— Over 80 mph. 40 
70-80 30 
60-70 20 40 
Pick-Up Fast 35 
Average 25 
Slow 5 35 
Gas over 20 MP-Gallon 50 
Consumption 18-20 35 
15-18 23 
Under 15 5 50 
Oil Good 25 
Consumption Fair 15 
Bad 5 25 150 
1,000 






























500 


each job is then plotted against the 
points for the job. This results in a 
scatter chart— 
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It is at this point that I wish to 
change from a theoretical discussion to 
a practical one. A very large majority 
of the companies, after having made an 
office evaluation, assume that the line 
obtained by use of the scatter chart is 
right, and submit a wage plan to the 
Treasury Department and the War La- 
bor Board, based on this line. 

If they do get approval they usually 
move those below the line up to the 
line, leave those above where they are, 
but hire new employees on the line. 

But after they have done this they 
usually find that they have just as much 
trouble as they had before they made 

the office evaluation. 

' IT want to emphasize that when the 
scatter chart has been made, the office 
evaluation is completed. You do have a 
picture of existing inequities as the jobs 
are being done; you do have a sound 
management tool. You do not have a 
wage payment plan. 

In the case of the chart alone—the 
slope of the line may be too steep or too 
flat; it may be too high or too low; it 
may even go backwards. So do not as- 
sume that the line resulting from the 
scatter chart is the right line. This may 
or may not be so. 

To superimpose your present wage 
payment plan over the scatter chart 
line, if the line is not a good one, will 
solve no problems even though your 
plan of hiring, merit rating, promotion 
and so forth is perfect. 

On the other hand, you may adopt 
the best line in the world, but if your 
pay plan is faulty, which you superim- 
pose on it, you still will have the same 
troubles that you had before the evalua- 
tion. 

So once again, for emphasis, the eval- 
uation line shows only existing condi- 
tions and existing inequities within the 
four walls of the office building. The 
present wage payment plan may or may 
not be a good one. 
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To be practical, therefore, the com- 
pany, after completing the evaluation 
and the scatter chart, should take the 
following steps: 


First—Review the jobs which you have 
evaluated and be sure you haven’t gone 
too high up in the organization. 


By this I mean, do not attempt to in- 
clude in the evaluation jobs of too high 
an administrative type. We have, at the 
request of our clients, evaluated all jobs 
up to $8,500/year, in some cases even 
higher, but from the practical view- 
point think over the jobs in your own 
company. You undoubtedly will find 
many where from a cut and dried office 
evaluation standpoint a job is way over- 
paid or underpaid, but from a practical 
standpoint it is justified by conditions. 

I think of one instance, for ex- 
ample, where a plant superintendent 
was paid an extremely high salary for 
the job he was doing. The reason for 
this was that the chief engineer, al- 
though a technical genius, was very 
emotional and on the least provocation 
would pack his toys and depart for a 
week or a month and go looking for 
another job. That chief engineer's ex- 
perience with the company was ex- 
tremely important because of the nature 
of their product. The only other per- 
son in the organization who could fill 
in, in his absence, was the plant super- 
intendent who, although not nearly of 
the caliber of the chief engineer, had 
accumulated a tremendous fund of ex- 
perience in that company’s problems. 
The superintendent’s high pay was, in 
effect, insurance. His job did not justify 
it. He, as an individual, did. 

You all can, if you think about it, 
probably enumerate a dozen instances 
where your organization chart and 
policies have been compromised to meet 
the peculiarities of a particular individ- 
ual. You can not make these compro- 
mises in a factory job, but you often 
have to in an office job. 


REVIEW TITLES 


Second—When the evaluation is com- 
pleted review all of your job titles very 
carefully. Office titles are fairly well 
standardized throughout industry and this 
standardization, if you examine it, will be 
found a definite source of unrest. 


How many “Secretaries,” for exam- 
ple, do you have who really perform 
the services of a “Stenographer.” When 
the jobs are evaluated the job which is 
called “Secretary,” but is not, will not 
receive as many points as a true Secre- 
tarial job, but the job incumbent will 
be very unhappy if she is called a “‘Sec- 
retary’ and does not receive Secretarial 

ay. 
: The girl in your office who is called a 


“Secretary” is going to be unhappy jf 
she is not paid approximately the same 
rate as the Secretary next door, of 
across the street, no matter how much 
her duties vary from theirs. 


Third—Review all of the job descrip. 
tions to see if the work actually being 
done by the employees on the job is in 
accordance with management’s desires 
and policies. 


Job descriptions are obtained from 
questionnaires, interviews and super- 
visors. You will be surprised how many 
duties and responsibilities of super- 
visors have been assigned to subordi. 
nates, and how many functions of one 
department are being assumed, or du- 
plicated, by another. 

An office evaluation gives an excel. 
lent opportunity to find out what’s go- 
ing on in your organization and in that 
way correct many little bad practices 
that have grown up over a period of 
time. 


CHECK RATES 


Fourth—Check area and industry rates 
for the jobs in your office. Actually plot 
them on your scatter chart and in that way 
determine whether or not your salaries 
are competitive. 


This seems like an obvious thing to 
do and almost unnecessary since we all 
feel we are quite familiar with going 
office rates. But, things have really 
changed in the last few years and you 
and I have been busy. Just for fun, 
take time to visit the office across the 
street from you and start comparing 
notes with the man holding the same 
job you do. It may surprise you. 

Many companies have run into real 
trouble by not considering that salaries 
which were retaining present personnel, 
were not adequate to attract new per- 
sonnel when expansion was necessary, 
or when an extraordinary turnover 
made new hiring necessary. 


Fifth—-Combine jobs which too closely 
limit the tasks of the job incumbents 
and which come out very close in points 
when evaluated. 


As an example, we often find titles 
such as billing clerk, cost clerk, general 
accounting clerk, all doing a similar 
type of work. In many offices the in- 
dividual departments or office units are 
large enough so that an employee can 
devote his full time to the office unit 
specified by the title. ; 

However, it is often found that varta- 
tions in work load make it essential to 
shift employees between departments. 
Rightfully or wrongfully employees 
build up their own opinion of the im- 

ortance of the particular department 
in which they work and are very loathe 
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to work in another department even for 
, short period of time, although the 
work may be practically identical with 
that they normally do. 


Sixth—This step is almost the opposite 
of that just described but is also helpful 
if properly applied. 


This step is to describe and evaluate 
non-existent but desirable jobs. 

It is often found that a company uses 
a title which applies to a very wide 
range of pay. As an illustration, in 
many accounting offices the general 
term accounting clerk is used. 

Within this group there may be a 
salary range from $150 to $400 a 
month. It is usually true that the work 
done by the various employees in this 
category is different, but it is usually 
found desirable to have very distinctly 
described jobs to differentiate between 
the work required of the job incum- 
bents, as well as the rate of pay received 
by them. 

When this step is taken, the upgrad- 
ing procedure becomes much more 
clear-cut and management does not find 
themselves with all Accounting Clerks 
at the top rate when perhaps only one 
derk at the top rate is justified. 


Seventh—Management should decide 
how many employees of each classifica- 
tion are required for varying volumes 
of business. This step ties in with the 
previous step and, when accomplished, 
tends to tighten up salary control. 
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It may be found, for example, that 
for a normal volume of business the 
company requires three accounting 
clerks A, five accounting clerks B and 
nine accounting clerks C. 

When this distribution has been de- 
termined, an accounting clerk C to be- 
come an accounting clerk B must not 
only be able to meet the job require- 
ments of the accounting clerk B, but 
there must also be an opening for an 
accounting clerk B. 


Eighth—Management should decide 
definitely how they wish to increase any 
employee’s compensation. There are 
several ways in which this can be done: 

Through merit rating, 


by length of service, 
or by complete reclassification. 


If management’s policy is clearly de- 
fined, employee grievances on this score 
will be much less common. This deci- 
sion should cover every phase, from 
hiring through reclassification and pro- 
motion. 

There are numerous examples which 
can be given of difficulties encountered 
when all eight steps were not given 
thorough consideration by management. 

Office evaluation wil] not result in 
salary stabilization. Office evaluation 
will only show existing conditions and 
inequities. 

In order to obtain salary stabilization, 
a sound wage payment plan must be de- 
veloped, clearly defined and carefully 
administered. 


Result of “Guaranteed Wage” Proposals 


Seen as Undermining 


Discussing some aspects of the proposed 
“guaranteed wage” before a recent meeting of 
the Economic Club of Detroit, Mr. Irving S. 
Olds, Chairman of the Board of Directors of 
United States Steel Corporation, distinguished 
between “a voluntary guarantee” and “a com- 
pulsory guarantee,” emphasizing that ‘‘once 
the simple and bald nature of the compulsory 
guarantee is understood, each one of us can 
readily perceive what some of its conse- 
quences might be. Among these possibilities, 
the following can be listed: 

"(1) A powerful force tending toward pro- 
nounced and prolonged unemployment might 
be set in motion. As proof of that, let each 
one ask himself if he would hire his neighbor, 
or experiment too much in trying to develop 
or expand a business, if there were a law that 
said: If you hire this man, you will have to 
keep on paying him, even if your business 
lows down and you no longer need his serv- 
tes? 

"(2) A powerful force for reducing wage 
rates might also be generated. Again let each 
ask himself this question: If he were obliged 
to hire his neighbor under these conditions, 
would he not in self defense try his best to 
bay this employee, while working, less than 
the true value of what he did in order to make 
4p for what he might have to pay him, when 
e was not working? 

“The creation of new forces of this kind 
might force employers in a competitive in- 





of Economic System 


dustry to hire no more employees than those 
needed to handle the minimum foreseeable de- 
mand for their products within the period of 
the guarantee. An employer who hired beyond 
that point would run the risk of being com- 
petitively weakened by a depletion of his re- 
sources in the paying of wage costs not cov- 
ered by sales receipts. At this point the com- 
pulsory guarantee is thus in glaring contrast 
with the voluntary guarantee. The voluntary 
guarantee tends to improve and further the 
employment relationship; the compulsory 
guarantee would appear to obstruct the em- 
ployment relationship. 

(3) Through the adoption of the com- 
pulsory guarantee, a definite step might be 
taken in the direction of an enforced planned 
economy, under which the Government might 
eventually have to dictate who works for whom. 
To illustrate, if A, for the reasons which I 
have mentioned, does not hire B, and other 
employers for like reasons do not do so, then 
it seems to follow that the Government in 
order to make its mandate effective must step 
in and direct that B be employed by someone. 
Governmental interference would have to carry 
down to the specific employer, the specific 
worker, and the specific wage, for, if A is 
given any choice, he can always say either that 
B is not the man he wants to employ, or that 
the wage wanted by B is too high. So B's 
employer and his wage would come before 
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long to be set by the Government. I ques- 
tion whether workers generally would want 
such a system. Under it, they might be com- 
pelled to work where told. The employee 
thus would become dependent for his livelt- 
hood and very existence on the will of a Gov- 
ernment administrator. 

(4) To go a step further, under such an 
enforced system the Government might eventu- 
ally have to decide what is to be produced 
and at what price. If the Government gets to 
the point of being obliged to assign work- 
ers to employers and of fixing their wages, 
then the real responsibility for the wage earn- 
er’s income would fall on the Government. 
This responsibility would surely have to be 
fulfilled by the Government in every instance 
where employers’ sales receipts failed to cover 
the wage cost. If this should prove true, it 
seems that the Government would soon. insist 
that production be carried on in such a manner 
as to defray as much of the costs as possible 
in order to minimize the amounts collected 
from taxpayers to pay people for not working 
or for producing what customers do not buy. 
But an order to produce is meaningless unless 
it specifies what should be produced and at 
what price it should be sold. To make that 
work, all competitors would undoubtedly have 
to be similarly controlled. 

"(S) Under such a system, the Government 
might eventually have to decide what con- 
umers should buy. This may sound a bit 
fanciful and dramatic. It is not so intended. 
Cold consideration requires us to recognize it 
as a possibility. Telling people what they can 
and must buy would seem an almost necessary 
concomitant of telling them what they must 
produce. A planned economy requires that 
consumption be dictated to fit the production 
that 15 ordered. 

‘By these arbitrary processes, it is conceiv- 
able that the compulsory guaranteed wage 
might be made to work to some extent. But it 
would be made so, not by adapting it to our 
existing economy, but by adapting our exist- 
ing economy to it, with the practical certainty 
of a radically different economic order being 
the eventual outcome. 

“These are some of the considerations 
which I believe all of us must take into ac- 
count in considering the practicality of the 
compulsory guaranteed wage. It may be that 
a considerable segment of the American peo- 
ple will believe that possible consequences 
such as I have listed are more desirable and 
beneficial than the competitive processes which 
have characterized our past economy. Again, 
it may be that a larger proportion of our peo- 
ple, after giving due consideration to what is 
entailed, will not believe that the time has 
come to adopt the compulsory guaranteed 
wake. Or there may be some who will feel 
that we can safely experiment a little with 
Government-imposed guarantees. This group 
may be opposed by those who think that if you 
step off of the roof, you cannot stop at the 
fourth floor even if you want to. 

“My principal message is that there can be 
no clear thinking or wise judgment _ about 
guaranteed wage proposals until there is a 
clear understanding of exactly what is being 
proposed. The term ‘guaranteed wage’ is fre- 
quently employed to cover two things of an 
utterly different and contrasting nature and 
having far different potential consequences. 
One is not the equivalent of the other. Once 
the deceptive terminology involved is pierced 
and we can see the contrasting nature of the 
two things which go under the same name, 
then the American people should not require 
much time to discuss and decide whether 
guaranteed wages coercively imposed by Gov- 
ernment are advisable, and also whether they 
conform to, or are in conflict with, the tra- 
ditional spirit of a fair day’s work for a fair 
day’s pay in a competitively expanding Amer- 
ica. 














































“Full Employment” and 
Freedom in America 


By Franzy Eakin 


At St. Louis on May 31, 1945, Dr. 
Virgil Jordan, President, National Indus- 
trial Conference Board, delivered an ad- 
dress, before the St. Louis Control of the 
Controllers Institute, on the subject of 
this article. My purpose is twofold: (1) 
to disclose that Dr. Jordan's conclusions 
were based on incorrect premises and that 
his recommendations are inadequate, and 
(2) to offer constructive recommenda- 
tions to attain both “Full Employment”’ 
and Freedom in America. 

Dr. Jordan presented no evidence to 
support the premises on which he based 
his conclusions and recommendations. His 
premises are three: 

(1) ". ... the idea of unlimited govern- 
ment has won this war everywhere in the 
world. .... s 

(2) ". .... through this war omnipotent 
government has dug itself in so deeply and 
Spread itself so widely .... that its with- 
drawal or liquidation is now unthinkable for 
most of them (government officials).” 

(3) “The very title, ‘Full Employment in a 
Free Society,’ under which Sir William Bever- 
idge has put forward the British program of 
National Socialism in his latest book from 
which the Murray-Kilgore bill has been copied 
almost word for word, lets the cat out of the 
bag.” 

Based on these premises, Dr. Jordan 
reasons very logically and states a conclu- 
sion which if the premises were sound 
would be correct: 

"So I can sum up for you the written. and 
unwritten conditions of the full employment 
contract, in these terms: The government will 
give you full employment and guarantee your 
income provided you will let it use your money 
as it pleases; if you will buy for your own. use 
what it tells you, at the price it fixes, or let it 
do the buying for you; if you will save as 
much money as it says, when and where it says, 
and as much as it says for what it says you can 
be paid; and if you will hear, read and think 
what it tells you and keep your mouth shut.” 


I believe that Dr. Jordan accepts incor- 
rect premises and hence his conclusion is 
only correct as a demonstration of logic. 
There is more evidence that the following 
premises are correct than there is that 
those accepted by Dr. Jordan are appro- 
priate. I am not presenting the evidence 
since Dr. Jordan presented no evidence. 
The premises which I accept are these: 

_ (1) That the demand for freedom is innate 
in man, 


(2) That the world’s recent experience 


with the revival of totalitarianism has vital- 
ized man’s desire for freedom, and that in the 
immediate future freedom shall be greater 
than at any time in the past. 

(3) That the Murray and Kilgore bills 
should be accepted as expressions of ideals 
and not as statements of procedures. 





(4) That this ideal can be realized by 
procedures that are consistent with the de- 
mands of freedom. 


Based on these premises the appropriate 
conclusion is:—that full employment and 
freedom can be attained in a democracy 
wherein the people use governmental 
agencies for the accumulation and dis- 
semination of information adequate for 
their guidance in production of goods and 
services desired by the people, and in mak- 
ing equitable division of this production 
among the people with due consideration 
being given to reward for productivity 
and for reasonable participation by those 
unable to produce equivalent to their 
needs. 

Dr. Jordan made two recommendations 
in his address at St. Louis. The recom- 
mendations, which are wholly inadequate 
as a guide to action, were stated in these 
words: 

“And if you ask me what we should do in- 
stead, I say that anything or nothing would be 
better than that.” 

“Whatever the rest of the world may decide 
to do, let us in America make a stand for free- 
dom here at home, and pay the price. It will 
be worth whatever it costs, and this may be our 
last chance to get it.” 


In contrast with Dr. Jordan, I would 
recommend these steps: 

(1) That we define the word “‘free- 
dom” to mean equality among men with 
respect to rights and self-respect. Equal- 
ity as to abilities and rewards has never 
been and can never be a principle of free- 
dom. On the other hand, great ability 
and large rewards have always and should 
always entail the obligation of being ‘my 
brother's keeper.” 

(2) That we recognize ‘full employ- 
ment” to mean opportunity for those who 
so desire to produce goods and services 
that they may receive a reward. Full em- 
ployment cannot in a democracy be de- 
fined as a stated number of persons. 
Neither should it be so defined as to re- 
quire anyone to produce more than he de- 
sites. We should know that lack of op- 
portunity should never exist and that lack 
of opportunity indicates that those who 
possess ability have failed their moral re- 
sponsibility. The urge should be very 
strong on all of us to see that opportunity 
for employment (production) exists. 

(3) That we use our government as an 
agency by and for people to collect in- 
formation concerning opportunity and to 
determine and enforce those conditions 
which maintain opportunity. A careful 
examination of how our economy oper- 
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ates will disclose several actions which 
should be taken to destroy restraints that 
have been developed by business and Ja. 
bor interests and by certain people who 
believe in autocratic government. We 
should also learn to think of government 
as ‘‘we’’ and not “they.” 

In the United States there are the 
equivalent of about 40 million families, 
The large majority of these families haye 
never had an adequate supply of goods or 
services. Using the best techniques that 
American business knows, more than 100 
million workers working 40 hours a week 
would be required to produce a sufficient 
quantity of goods and services for the 40 
million families. 

Modern money and banking is adequate 
to facilitate financial settlements between 
the people and their business enterprises 
and governmental agencies for distribu. 
tion of all the goods and services which 
can be produced by those who desire to 
produce. 

I would recommend to American busi- 
ness men and especially to those who, like 
Dr. Jordan, are opposed to “full employ- 
ment’ bills, that they take their blinders 
off and look at America for what it can 
be and work for it in terms of America 
Unlimited. 


Rural Power Plans Call for Millions 


A 3-year program calling for the expendi- 
ture of $790,000,000 by the nation’s electric 
companies and their new customers in extend- 
ing rural electrification was announced recently 
by C. W. Kellogg, president of the Edison 
Electric Institute. The proposed operation was 
revealed in a preliminary report to the insti- 
tute by its Commercial Planning Committee. 

It is expected that a total of about a mil- 
lion new rural customers, 600,000 of them 
farms and 400,000 rural nonfarm homes, will 
receive electric service from the electric com- 
panies within the three-year period. 

The companies will spend $290,000,000 to 
build the required lines, Mr. Kellogg said, 
and it is estimated that the new customers 
will spend about $500 each for wiring and 
other initial equipment, creating an aggregate 
of $790,000,000. 

The institute’s committee reports that the 
farm electrification job is about half done. 
Of the 5,200,000 farms of the nation with 
occupied dwellings at the end of 1944, more 
than 2,700,000 have electric service. 

The electric companies’ contacts with farm- 
ers in making the survey, Mr. Kellogg said, 
developed widespread support of the extension 
program. Questionnaires filled out by farmers 
revealed that their first ten choices in the use 
of electricity were for water systems, refrig-. 
eration, including home freezer cabinets; 
brooders, water heaters, feed grinders, milk- 
ing machines, elevators, barn ventilators, farm 
motors and cream separators. 


Section 722 Study 


“Tax Relief under Section 722” is the title 
of a special report issued recently by the Na 
tional Industrial Conference Board. It is the 
ninth in the series of “Studies in Business Pol- 
icy” released by the Conference Board. Its au- 
thor is Paul W. Ellis of the Division of Bust 
ness Practices of the Conference Board. 
Ellis will be recalled as one of the speakers at 
the twelfth annual meeting of the Controllers 
Institute in New York in September, 1943. 
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There has been a marked reawakening 
on the part of management during the 
past year to the importance of accounting 
4s a tool of management. Of course it 
is logical that this renewed interest should 
appear at this time. Following the advent 
of the war and the unprecedented de- 
mand on the part of our armed services 
for war materials of all kinds, “‘produc- 
tion” became the watchword of the day, 
and operating and cost control a matter 
of secondaty importance. You are all 
aware of some of the dangerous ten- 
dencies that developed during this period. 
For example, it made little difference how 
much a product cost as long as it was de- 
livered on schedule. Then, too, there 
came the high excess profits tax and along 
with it the philosophy that it did not 
make much difference how much money 
we spent as long as what we spent it for 
was deductible for income taxes. How 
often have you heard someone say, “Sure, 
it cost a little extra, but the income tax 
saving paid for 95 per cent. of it.” 

Fortunately, not all companies have 
succumbed to this kind of a philosophy, 
but in spite of our efforts to prevent it, 
few of us have escaped from an infiltra- 
tion, at least to a small degree, of some 
of the loose thinking that has accom- 
panied the war period. It is beginning 
to look now as though such days were 
almost over. With complete victory as- 
sured, we are rapidly approaching a new 
petiod in which the continuance of this 
kind of thinking may have disastrous re- 
sults. With the largest productive capac- 
ity in our possession that the world has 
ever known, it is not unlikely that, in 
_ of the many optimistic prophesies 

ut postwar industrial prosperity, many 
companies will be faced with a struggle 
for their very existence in an extremely 
competitive market. We must also face 
the fact that the day of wide profit mar- 
gins has probably gone and that in the 
years which lie ahead, many companies 
will have to do business on a narrower 
profit margin than they had ever deemed 
prudent in years gone by. The degree to 
which your company is successful in hold- 
ing its position in the postwar world will 
pethaps depend in no small part upon 
the extent to which your management 
can exercise adequate control over the 
many aspects of your company’s opera- 
tions, 

Inasmuch as the end result of all ac- 
counting effort is the furnishing to man- 
agement of information designed to help 
Management operate and control the bust- 
ness, it follows that one of the ways in 
which you can prepare yourself and your 
company for this new era is by giving 


Internal Reports to Management 


By Mark D. Littler 


some serious attention now to the im- 
provement of your reports to manage- 
ment. Before discussing some of the more 
specific matters that contribute to effec- 
tive and dynamic internal reporting, I 
would like to discuss briefly a broad con- 
cept that underlies all internal reporting. 


CONCEPT OF ACCOUNTABILITY 


Back in the early days of American 
history, most business enterprises were 
small and had no particular problem of 
internal reporting because the man tfe- 
sponsible for the success of the business 
controlled it through personal contact 
with all of its various aspects. With the 
marked increase in the size of business 
organizations, it has become necessary for 
the principal executive to delegate the 
responsibility for various phases of a 
company’s affairs to other individuals 
whom he holds accountable for the suc- 
cess or failure of those matters coming 
within the scope of their respective areas 
of responsibility. I want to emphasize this 
word ‘‘accountable’’ because I believe 
that the concept of accountability lies at 
the heart of effective internal reporting. 
Now then, if the principal executive or 
the management wants to know whether 
or not those to whom responsibilities 
have been delegated are adequately meet- 
ing such responsibilities, it is imperative 
that reports be prepared which measure 
the degree of the success or failure of the 
respective individuals. It is not enough 
to au whether or not the business as a 
whole is making a profit or loss, although 
that of course is essential. Reports to 
management must show whether or not 
John Doe or Richard Roe (in other 
words, the man who is accountable for 
some particular phase of operations) is 
doing his job in the proper manner. The 
final statement of profit and loss is merely 
a composite picture of the many smaller 
parts of a company’s operations. In order 
to control the final answer, management 





must have the means of controlling each 
of the component parts. 

Let me explain what I mean by two 
concrete illustrations. Department stores, 
generally, have followed this concept of 
“accountability” much further than many 
other industries or business groups. Most 
department stores have an organization 
headed by a chief merchandising execu- 
tive who is supported by divisional heads. 
These divisional heads are in turn respon- 
sible for departmental heads or buyers 
within their respective divisions. At the 
beginning of the year, goals are set for 
each department and for each division. 
These goals may relate to such matters 
as sales, purchase commitments, depart- 
mental expenses, and inventory turnover. 
Periodically, accounting reports are Dood 
pared for each department and each divi- 
sion showing comparisons of actual re- 
sults with the goals previously estab- 
lished. With reports of this character, 
top management immediately has a means 
of measuring the success or failure of 
each individual to whom operating re- 
sponsibilities have been delegated. Suc- 
cessful achievements are rewarded with 
bonuses; failures invite constructive cri- 
ticism or replacement with someone who 
can produce the desired results. 

Another rather simple illustration of 
accountability in relation to internal re- 
porting is found in a manufacturing com- 
pany that handles more than one product 
line where each line is produced and mar- 
keted by a separate department. Obvi- 
ously, a composite profit and loss state- 
ment would not be adequate; it would 
be imperative to know the contribution 
that each line was making to the overall 
results. But even this would not be 
enough. If the executive in charge of 
each line is to control the activities of 
his subordinates properly, he, too, must 
have adequate information with which to 
measure their success or failure. This may 
mean statements of sales by items or by 
customers for each salesman to measure 








ENOUGH—ON TIME 


There is a happy medium to be sought in the matter of internal reports to 
management, Mr. Littler, of Arthur Andersen and Company, certified public 
accountants, points out in this paper which he presented at the April 10 meeting 
of the Milwaukee Control. It is not only necessary that reports be on time, but 
also desirable that they contain only essentials. Reports that are, or even 
appear, too involved, remain unread too often and to that extent serve only 
to use up valuable time in the accounting function. In this connection, the table 
of responses to a questionnaire on internal reports to management which was 
developed following Mr. Littler’s presentation, and which appears on succeeding 
pages of this issue, deserves careful study by financial officers. 


—THE EDITOR 
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the effectiveness of sales effort; state- 
ments of production costs to measure the 
achievements of various production men; 
and statements of departmental costs or 
expenses by cost centers to measure the 
ar sed of factory foremen. In other 
words, it means statements all the way 
from top to bottom which show the re- 
sults of individuals or groups of individ- 
uals who are being held accountable by 
management for certain specific jobs. Ac- 
curate current information regarding the 
performance of individuals is an im- 
portant key to successful operation. 

You have probably already guessed 
what I believe to be your first job in re- 
viewing your internal reports. Before you 
do anything else, you; should study the 
broader aspects of yoy business to de- 
termine how this concépt of accountabil- 
ity applies to your own company. Take 
a look at your organization chart and ob- 
serve who is responsible for what. Find 
out how lines of authority operate and 
how areas of responsibility have been de- 
fined. Then you are in aj position to start 
thinking about the kind of reports that 
will tell your top management how ef- 
fectively subordinate executives are meet- 
ing their responsibilities. Subordinate ex- 
ecutives must, in turn, have reports which 
measure the effectiveness or efficiency of 
their own subordinates. This approach 
must always start from the top of the or- 
ganization and work down. It should 
never be approached from the bottom up. 
The information required by your top 
executives will set the pattern for your 
reporting all down the line. The extent 
to which you go down the line will de- 
pend, of course, upon good business judg- 
ment. 


DISCUSSIONS WITH MANAGEMENT 


After you have formulated these broad 
plans, you are then ready to sit down with 
executives and department heads to find 
out from them what kind of information 
they need to effectively operate their par- 
ticular end of the business. This is a 
job that you should really do yourself; 
but if you must delegate it, be sure to 
select a major assistant who has an un- 
derstanding of the company’s operations, 
a broad sense of business judgment, and 
an abundance of tact. 

It may be easy enough to talk to your 
vice president in charge of production, 
but when you start talking to shop men 
down the line, it is an entirely different 
matter. There seems to be a traditional 
gap between shop and front office per- 
sonnel. Old time shop men are usually 
distrustful about any kind of new fangled 
reports which purport to measure their 
effectiveness. They will tell you that they 
have run the shop successfully for 25 
years without that kind of information; 
and what they have done before they can 
do again without your help. Unfortu- 
nately, you can not just ignore shop men 





The Controller, October, 1945 


who feel that way because you must have 
their cooperation for the successful opera- 
tion of any kind of internal reporting that 
relates to production. By all means, put 
as much weight as you can behind your 
discussions with operating men. Let them 
know that this business of internal report- 
ing is a joint venture and that they, too, 
have something to gain from the regular 
presentation of the right kind of operat- 
ing information. 

If you are to win the confidence of 
operating men, you must be able to talk 
their language. If you lack a knowledge 
of your company’s operations, then you 
had better get out into the shop, and into 
your branch offices, and out into your 
sales territories. I am amazed sometimes 
at the lack of familiarity on the part of 
some controllers with what is going on 
outside of their own office. The control- 
ler’s job cannot be adequately run from 
behind his desk. 

Inasmuch as operating men have diffi- 
culty in expressing themselves in account- 
ing terms, it will be necessary for you 
to translate their needs as practical busi- 
ness operators into terms of accounting 
reports. You may be agreeably surprised 
at the tremendous interest operating men 
will display in such an approach and at 
the support and practical suggestions you 
will receive from them. 

It is recognized at the outset that this 
effort to develop “tailor made” reports 
for each executive may increase the num- 
ber and variety of reports being prepared 
by an already overburdened accounting 
department; but the controller may well 
afford, if necessary, to prune some of his 
other reports in favor of the kind of re- 
ports that top management considers es- 
sential. After all, it must be remembered 
that accounting is not an end in itself but, 
rather, it is a service department devoted 
largely to the development of information 
which will enable operating men to do a 
better job of running the business. Un- 
less a company’s accounting organiza- 
tion has met this requirement, the -con- 
troller is overlooking one of the most im- 
portant aspects of his job. 

I wonder how many of you have gone 
to your president, or to your vice-presi- 
dent in charge of operations, or to your 
vice-president in charge of sales within 
the last six months and have asked him 
what he thought of the monthly reports 
that you have been giving him. If you 
have not, you are missing a real oppor- 
tunity. 

It should also be recognized that this 
matter of discussing your reports with 
Management is not a one-time proposi- 
tion. This must be a continuous process 
if reports are tg be responsive to man- 
agement’s needs. 

Another important way in which you 
can improve your existing reports is 
through the elimination of unessential de- 
tails. A few well chosen figures care- 
fully presented on a single page are 


tremendously more significant to the ayer. 
age business man than a half dozen sheets 
of long, folding schedules covered with 
a multitude of details. This does not mean 
that voluminous schedules are unneces. 
sary in preparing the information to be 
included in your report, but in the ma. 
jority of cases such details may better be 
filed in the accounting department with 
only the answers, briefly summarized, be. 
ing furnished to management. You may 
think that this point is so fundamental 
that it does not even deserve mentioning, 
but very often it is the obvious thing that 
we overlook. Only recently, the president 
of a large manufacturing concern was 
telling how discouraged he was with his 
monthly reports. To demonstrate what he 
meant, he brought out his report for the 
last month. It was two or three inches 
thick and contained page after page of 
detailed tabulations. He pointed out that 
in order to get anything out of it at all, 
it was necessary for him to take the te. 
port home at night where he could review 
it in detail. It was the same old story— 
there were so many trees that he couldn't 
see the forest. 


ELIMINATION OF UNESSENTIAL De Tait 


A very practical lesson in the elimina- 
tion of unessential details may be found 
in the experiences of a controller of a 
relatively large organization who was fur- 
nishing his president with a rather vo- 
luminous monthly operating report which 
the controller regarded as the acme of 
perfection but which he suspicioned was 
not being used by the president. In order 
to satisfy himself on this point, he put a 
small spot of glue on each exhibit in 
the president’s copy (except on the top 
balance sheet and income statement) 
which had the effect of sealing the edges 
of each exhibit in such a manner that the 
page could not be read without breaking 
the seal. This procedure was followed for 
two or three months. At the end of that 
time, the controller investigated the con- 
dition of each of the reports for each of 
the intervening months and found that 
none of the seals had been broken. De- 
termined to find a solution to this prob- 
lem, the controller went directly to his 
president for help and was informed that 
he (the president) did not have sufficient 
time in which to digest the voluminous 
details in the report. Furthermore, he had 
assumed that if anything was out of line, 
the controller would let him know about 
it without his having to read the whole 
report. Thereupon the controller set out 
to replace his old style of report with a 
few significant summary sheets which 
would tell only those stories that needed 
telling. For example, numerous schedules 
on costs were replaced by a single sheet 
showing one figure for each department— 
this figure representing the debit or credit 
variation of actual from standard cost 
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for that department for the month. When- 
ever there is any major variation that de- 
serves comment, a notation is placed on 
the back of the statement showing what 
went wrong, what remedies have been 
effected, and what additional steps are 
necessary to bring about satisfactory re- 
sults. That is elimination of unessential 
detail. 

Dean Fayette Elwell of the University 
of Wisconsin touched briefly upon this 
same subject in a recent address. In em- 
phasizing the desirability of brevity with 
respect to internal reports to management, 
he displayed a small notebook containing 
approximately a dozen pages which would 
fit into a man’s vest pocket. This con- 
stituted one company’s monthly report 
and was presented in chart form. Each 
month the charts were brought up to date 
so that the report covered not only the 
current month but the year to date as 
well. This may be carrying brevity to the 
extreme but when you can prepare a re- 
port that your president can carry around 
in his vest pocket, you will have gone a 
long way toward giving management 
something that they are looking for. 

In this connection it is appropriate, too, 
to refer to the “‘little black book’’ that so 
many executives seem to be keeping. You 
are familiar with it without a detailed 
description. In the executive’s mind, the 
charts and tabulations kept in this book are 
the essence of the monthly report and the 
figures he relies upon more than any 
others. In most cases, the fact that the 
executive has to keep his own “‘little black 
book” is prima facie evidence that the 
monthly operating reports are not meas- 
uring up to requirements. These are the 
answers which the executive needs. If they 
could be properly presented he would be 
willing to see the regular operating re- 
ports shorn of much of their detail and 
he would not have to be bothered with 
preparing his own report summaries. If 
your executives are keeping “‘little black 
books” I would suggest that you study 
them to see if you cannot somghow pre- 
sent the kind of information that they 
contain. : . 

There is another point with respect to 
the matter of brevity that deserves men- 
tioning. Small figures.are always easier 
to comprehend than large figures, and in 
recognition of this fact, numerous com- 
panies have rounded out the figures in 
their reports. A few companies have gone 
so far as to eliminate hundred dollars, 
thus presenting all figures in terms of 
thousands of dollars; but only the larger 
companies can go this far. Rounding off 
figures has sometimes proved troublesome 
to the accounting department for a month 
or two but at the end of this time tech- 
nical difficulties have usually been ironed 
out and the accounting department and 
Management alike have been enthusiastic 
over the improvement in statement presen- 
tation. 


The Controller, October, 1945 


If you will make a special effort to re- 
view your monthly reports with an aim 
toward eliminating unessential details, you 
will find that you have made a substantial 
move toward improving their value. 


INTERPRETIVE COMMENTS 


But brevity is not enough. Manage- 
ment will still need your help in inter- 
preting the information that you are giv- 
ing them. An operating report without 
adequate interpretive comments lacks 
punch and requires your executives to 
spend valuable time trying to pick out the 
story that the figures tell. After all, it is 
usually the controller who is the most 
qualified to analyze and interpret the in- 
formation that he has assembled. 

Marvin Bower in his article entitled 
“Increasing the Controller's Usefulness 
to Top Management” which appeared in 
the March issue of THE CONTROLLER, 
says that “the most important function 
of the controller is interpreting operating 
results and making recommendations to 
other executives on how activities under 
their direction may be improved.” You 
must remember that most operating men 
are not accountants and that the best state- 
ments in the world from the accounting 
viewpoint may not be very helpful unless 
you tell these men what the figures mean. 


BUSINESS APPROACH 


Closely related to the subject of in- 
terpretive comments is the desirability of 
trying to look at accounting reports 
through the eyes of the operating man 
rather than the accountant. Accountants 
are so accustomed to thinking in account- 
ing terms that they are sometimes prone 
to put emphasis on things that may have 
little significance to management. When 
accountants prepare a tabulation or a 
schedule, they unconsciously want it to 
foot down and up and crosswise, and in 
order. to make it foot may put in a lot of 
little items that merely confuse the real 
story that is being presented to the operat- 
ing man who probably does not care 
whether the schedule foots or not. 

Take, for example, the statement of 
application of funds. To accountants, the 
funds statement is as simple as A, B, C; 
but not so to the operating man. A simple 
summary of the major changes in financial 
position may be a great deal more sig- 
nificant to management than a lot of 
double talk about such things as the 
amount of increase in working capital 
that was occasioned by a decrease in pre- 
paid expenses. 

There is also great room for the im- 
provement of reports through the presen- 
tation of facts and figures in the form of 
graphs and charts. Visual data of this 
character constitute a universal sign 
language that all men can understand and 
appreciate. 

It seems almost unnecessary to mention 
the matter of timeliness; but its impor- 
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tance is such that reference to it cannot 
be overlooked. Going back to our phi- 
losophy of accountability, if the figures 
show that someone is falling down on his 
job, it may be too late to do anything 
constructive if management does not find 
out about it until several weeks. after the 
damage has been done. It is also human 
nature for a man to give more thought to 
his mistakes when pointed out to him 
while they are fresh than when they hap- 
pened so long ago that they have been 
forgotten. If the repetition of mistakes 
is to be avoided, such mistakes must be 
discussed and reported promptly. Monthly 
operating statements that are not available 
to management until after the 15th or 
20th of the following month have already 
lost much of their value before they are 
released. 

In order to close up this gap between 
the end of the month and the date when 
the monthly operating report is ready, 
some companies have adopted the prac- 
tice of preparing so-called ‘‘flash’”’ state- 
ments within a few days after the end 
of each month. These ‘‘flash” statements, 
which are usually distributed only to top 
management and which ordinarily con- 
sist of a condensed balance sheet and in- 
come account together with a summary 
of certain other pertinent operating data, 
are based on a preliminary closing or even 
on estimated figures and are designed to 
furnish top management with a preview 
of what happened during the month just 
ended. Very often, those phases of the 
monthly closing which consume the great- 
est amount of time involve items which 
have po significant effect on the overall 
picture. Where this is the case, prelimi- 
nary statements, while not accurate in 
every detail, will reflect trends which 
management needs to know promptly. 


SPECIAL REPORTS 


In addition to some of the more gen- 
eral principles underlying effective inter- 
nal reporting, I also want to discuss a 
few specific types of information that 
should find their way into your reports. 
Every company has some particular as- 
pect of its operations that assumes un- 
usual significance. For example, where 
material costs comprise a large propor- 
tion of total costs, it is necessary for man- 
agement to know whether or not mate- 
rials are being used efficiently. As a mat- 
ter of fact, if profit margins are small and 
if added costs comprise a relatively small 
proportion of total costs, the efficient use 
of materials may mean the difference be- 
tween a profit or a loss from operations. 
This information may be developed in 
any one of a number of ways, but one 
of the most practical methods of measur- 
ing efficiency in use of materials is the 
development and use of “yield” figures. 
Number of pieces produced per ton of 
metal consumed, bushels of malt pro- 
duced per bushel of barley steeped, num- 
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ber of good castings produced per cwt. of 
metal poured, and tons of pulp produced 
per cord of wood consumed are typical 
examples of significant yield data. 

The value of yield data was recently 
demonstrated in the case of a company 
that was producing an item which could 
be sold in either a rough or semi-finished 
state. In the rough, it sold at $1.00 per 
unit; in the semi-finished state, the sell- 
ing price was $2.00 per unit. Manage- 
ment had pushed the sale of semi-finished 
units under the impression that they 
were making more money when they per- 
formed additional manufacturing opera- 
tions. They were subsequently astonished 
to learn, when adequate process costs 
were developed and reported, that the 
cost of completing their product from 
the rough to semi-finished stage was more 
than $1.00 per unit and that the company 
was actually losing money whenever it 
performed the additional operations. 
Further study disclosed that the principal 
cause of this serious situation was a rela- 
tively high spoilage loss in each of sev- 
eral successive operations. The cumula- 
tive effect of losses of 2 to 10 per cent. 
in each of six or eight successive opera- 
tions was much greater than anyone had 
ever imagined. A series of “yield’’ re- 
ports were developed which reflected the 
number of good pieces produced in each 
process each day and losses were then 
tied down to specific departments and 
specific individuals. These “yield” figures 
proved to be invaluable in controlling the 
company’s costs. 

Yields of by-products in packing house 
operations is another good example of 
valuable yield data. Packing houses oper- 
ate on such a small margin of profit that 
the profit on their by-products usually 
constitutes an important element of their 
net profit for the year. 

The controller of a paper mill became 
alarmed about the lack of information he 
was getting on “‘broke”’ losses and set out 
to establish a system for reporting and 
controlling such losses. He was amazed to 
find that broke losses were running as 
high as 20 per cent. A campaign to reduce 
broke losses was immediately inaugurated 
and they were eventually reduced to 6 per 
cent. which meant savings of more than 
$100,000 per annum to that company. 

Then, of course, there is the problem 
of product costs. In many businesses, 
product costs and product profits are a 
“must.” These are merely suggestive of 
some of the special reports that might be 
considered for inclusion in your operating 
reports. Reports of this character must 
be developed to fit each particular situa- 
tion and will depend upon your own 
ingenuity and imagination. 


BUDGETS 


Any discussion of internal reporting 
would be incomplete without a reference 
to budgets. This is of course a subject 
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which would require much space to cover 
adequately, and in the short space left at 
our disposal, we can only touch briefly 
upon some of the fundamental princi- 
ples underlying budgeting. 

If accounting is to function as an ef- 
fective tool of management, it must be 
something more than a mere historical 
record of what has gone by. Accounting 
must also be a guide to the future. In 
this connection, I would like to quote a 
few sentences from a recent address by 
Mr. Gay Carroll, controller of Humble 
Oil & Refining Company, which, by the 
way, appeared in the March issue of THE 
CONTROLLER. Mr. Carroll says that— 

“In my opinion, based on my personal ex- 
perience and observation, accounting has not 
availed itself of its full opportunities as a 
tool of management, nor has it attained the 
degree of proficiency of which it is capable. 
Accountants, like most other people, have a 
tendency to evaluate progress on the basis 
of what has been done. I believe it is more 
construcéive to measure our accomplish- 
ments not only by how far we have come, 
but also by how far we have yet to go. In 
what way has accounting failed as a tool of 
management? Accounting has undoubtedly 
provided the mechanism necessary for the 
daily recording of business transactions and 
has provided for the accumulation and clas- 
sification of information necessary for the 
preparation of reports to meet government 
and statutory requirements. In these respects 
it has met its obligations, but its principal 
function, ‘a tool of management,’ is being 
neglected. The function and purpose of ac- 
counting as a tool of management has 
changed considerably during recent years. 
Historical information is of limited value 
to operating management unless it can be 
used as a guide for the future.” 

There is really nothing mysterious 
about budgeting. Fundamentally, it is 
merely an endeavor on the part of an or- 
ganization to estimate what they expect 
to accomplish over a given period of 
time in the future. This does not mean 
that budgeting is just a form of crystal 
gazing (although it is true that a certain 
amount of prophetic vision is not an un- 
desirable quality for the budgeteer). By 
and large, budgets are based upon more 
or less scientific estimates by those men 
in an organization who are most qualified 
to know what can reasonably be expected 
to happen to operations coming within 
their respective spheres, given certain 
basic assumptions. 

Broadly speaking, budgets meet at least 
two objectives: In the first place, they 
furnish a standard of comparison for 
measuring actual results. Going back to 
our previous discussion of the concept of 
accountability, you will recall the state- 
ment that in order to control the per- 
formance of individuals, it is necessary 
to have reports which measure the accom- 
plishments of those specific individuals. 
A mere summary of accomplishment, 
however, is not an adequate means of 
control unless there is also some standard 
of comparison to go along with it. In 
the absence of a budget, the standard of 
comparison will probably be last year’s 





results or last month’s results. In other 
words, what an employee or an executive 
has accomplished today is compared with 
what he accomplished in some prior pe. 
riod, and from this comparison, manage. 
ment must decide whether or not the 
employee’s performance has been good, 
bad or indifferent. It is at once apparent 
that this kind of a comparison is im. 
measurably less effective than a compari- 
son of the actual performance of an in. 
dividual with the goal previously estab- 
lished for him—a goal that was based 
not only on what happened in the past 
but on what was expected to happen in 
the future. From the standpoint of meas- 
uring individual performance, the estab- 
lishment of budgets is like setting “par” 
for a golf course. You can of course play 
an unfamiliar golf course without know- 
ing what “par” is, but a knowledge of 
“par” both in total and by individual 
holes gives you a standard of comparison 
that enables you to measure your prog- 
ress, hole by hole, and to know how your 
general performance compares with what 
it ought to be. This goes back to our 
original premise that effective control of 
a business requires the effective control 
of the individuals within the business. 

The second broad objective of budget- 
ing is to furnish management with a plan 
for future operations. It is imperative, 
particularly in times like these, for the 
management of every company to have a 
plan of action; and the budget furnishes 
the vehicle for translating these plans 
into facts and figures. How much can 
we sell next year? How much productive 
capacity will be required to fill these 
sales ? Howsmany employees can we keep 
busy ? How much nA will be needed? 
—these are only a few of the questions 
that will find their way into the prepara- 
tion of a budget. I am no¢ saying that 
management must have a budget in order 
to have a future plan of action. What I 
am saying is that a plan of action lacks 
form and substance unless it is stated in 
terms of dollars and cents: and units of 
production. The finest plan in the world 
can fail unless it can be organized in con- 
crete form. 

I believe that every company not al- 
ready operating under a budget of some 
description should thoroughly investigate 
this phase of management reporting. Let 
us remember that now is the time to plan 
for meeting the difficulties that may lie 
ahead. It will accomplish nothing to 
“lock the door after the horse has been 
stolen.” I believe you will all agree that 
this, too, is the responsibility of the con- 
troller. 

By way of conclusion, let me list some 
of the factors that have been suggested 
as contributing to the development of ef- 
fective and dynamic internal reports: 


(1) A careful study of lines and areas of 
responsibility for each senior and junior 


(Please turn to page 514) 
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The tables on this page represent the 
answers to a questionnaire prepared by 
Mr. Mark Littler, of Arthur Anderson & 
Co., for bis discussion on “Internal Re- 
orts to Management,” given before the 
Milwaukee Control on April 10. The 
twenty-five companies reporting represent 
a excellent cross-section of industry in 
Wisconsin. Controllers and financial offi- 
cers Should study this tabulation and file 
it for future reference since it indicates 
how other controllers ave reporting to 
their chief executives. 

—THE Epiror. 


Q.—On what day of the month is your gen- 
eral monthly report customarily issued? 


A—36 per cent. between Sth and 10th, 


16 per cent. between, 11th and 15th; 40 per 
cent. between 16th and 20th; 8 per cent. on 
25th. 

Q.—Do you prepare a so-called ‘‘flash” bal- 
ance sheet and profit and loss statement shortly 
after the close of the month based on estimated 
figures? If so, on what date are these usually 
released ? 

A.—20 per cent. reported yes. 4 between 
2nd and 5th; 1 on the 9th. 


Q.—Do you submit interpretative comments 
with your monthly financial statements ? 


A.—67 per cent. reported yes. 


Q.—Does distributed information vary with 
responsibilities? If so, is it a question of— 
Different information? or Different degrees of 
summarization for different levels of authority ? 

A.—79 per cent. reported yes. 42 per cent. 
reported yes. 58 per cent. reported yes. 


Survey of Internal Reports 





Q.—Are operating results and expense items 
translated to amounts per unit of product 
(pounds, tons, gallons, barrels, thousand pieces, 
etc.) ? 

A.—50 per cent. reported yes. 

Q.—Do you regularly present any visual 
data such as graphs and charts? 

A.—44 per cent. reported yes. 

Q.—Do you round off figures? 

A.—40 per cent. reported yes 
chiefly of dropping cents). 

Q.—Do your statements give consideration 
to accountability for—Product lines? Depart- 
mental costs? Profits? 

A.—56 per cent. reported yes. 68 per cent. 
reported yes. 52 per cent. reported yes. 


(consists 


Q.—Are cost statements by departments or 
cost centers distributed to foremen? 


Questionnaire on Internal Reports to Management Submitted to Members of Milwaukee Control 
Summary of Principal Items of Information Furnished to Chief Executives 


Per Cent. of 

Total Replies 

Reporting Use 

of Schedule 
Listed Item 
76% Summarized balance sheet 
92 Detailed balance sheet 
84 Cash balance detail 
76 Aged receivable summary 
&4 Inventory analysis 
84 Working capital detail 
72 Funds statement 
76 Plant account summary 
60 Analysis of tax accrual 
52 Data on commitments 
88 Summary profit and loss 
92 Detailed profit and loss 
80 Cost of sales statement 
92 General and selling expense 
80 Surplus analysise 

Sales statement— 
92 By product lines 
48 By geographical location 
52 By salesmen 
56 Product net profit 
24 Basic material prices 
32 Product costs 
Item 


Summarized balance sheet 
Detailed balance sheet 
Cash balance detail 
Aged receivable summary 
Inventory analysis 
Working capital detail 
Funds statement 
Plant account summary 
Analysis of tax accrual 
Data on commitments 
Summary profit and loss 
Detailed profit and loss 
Cost of sales statement 
General and selling expense 
Surplus analysis 
Sales statement— 
By product lines 
By geographical location 
By salesmen 
Product net profit 
Basic material prices 
Product costs 





(Composite Results of 25 Replies Received) 


How Often Reported 











Semi- Every Semi- 
Daily Weekly Monthly 4Weeks Monthly Quarterly Annually Annually Special 
2 14 2 1 
1 1 17 2 1 1 
18 1 1 1 
9 4 1 5 
1 13 1 2 4 
I 1 13 2 1 2 1 
2 1 8 2 1 3 1 
9 l 1 8 
9 2 1 3 
2 1 6 2 2 
2 18 2 
1 1 18 2 1 
1 16 l 1 1 
1 1 18 1 1 1 
1 11 1 1 5 1 
2 2 16 1 2 
1 8 1 2 
1 l 9 1 1 
1 8 1 1 1 1 
2 1 1 1 
2 5 l 
Comparative 
psa Compared With Budgeted 
Used Figures Shown 
Bate se Other — 
Per Cent. (Principally Per Cent. 
of Total Previous Previous Budgeted of Total 
Reporting Year Month Figures) Reporting 
84% 11 4 1 11% 
70 13 3 1 —_ 
25 1 2 2 25 
26 4 1 — aa 
71 10 6 = a 
50 6 3 2 9 
24 3 2 1 11 
21 3 2 -—- 22 
20 2 2 —— — 
15 2 — -— 33 
81 12 5 2 37 
70 10 5 3 37 
85 12 6 3 35 
82 12 5 3 58 
36 6 4 —— 9 
68 10 4 2 24 
45 3 a 2 17 
54 4 1 2 
70 4 2 3 
40 2 — — 
63 2 2 2 
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A.—40 per cent. reported yes. 

Q.—Are manufacturing costs segregated as 
between controllable and noncontrollable ex- 
penses? 

A.—73 per cent. reported yes. 

Q.—Do you operate under a budget? 

A.—52 per cent. reported yes. 

Q.—Do you present ‘periodic comparisons 
of “budget” and “actual’’? 

A.—All reported yes. 

Q.—Are such comparisons included in a 
separate report or combined with regular oper- 
ating report? : 


“Full Employment” 
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A.—46 per cent. reported using separate re- 
ports; 54 per cent. reported using combined 
reports. 

Q.—When was the last date on which you 
prepared a long range financial forecast? 

A.—20 per cent. reporting—1 in 1943, 2 
in 1944, and 2 in 1945. 

Q.—To what date was forecast made? 

A.—2 forecasts were for 2 years; 1 for 4 
years, and 2 for 5 years. 

Q.—Are scrap, yield, or usage factors im- 
portant in your business? 

A.—56 per cent. reported yes. 


Program Viewed As 


Threat to Private Enterprise 


Insisting that “the plan is not workable,” 
and that “it is the striving for jobs which 
makes jobs,”’ the Commerce and Industry As- 
sociation of New York, Inc., recently issued 
a four page statement opposing the Full Em- 
ployment Act of 1945. 

“Its purpose is seemingly to encourage pri- 
vate enterprise to provide employment, but 
in case it does not succeed, the Act, through 
anticipation of such a result, provides a way 
for Government to take over through a sep- 
arate National Budget,’ the Association 
warned. 

A copy of the statement was sent to every 
Senator and Congressman by Thomas Jeffer- 
son Miley, Secretary of the Association. ‘The 
intention of Congress to encourage employ- 
ment is a very worthy object and a sound 
political purpose,” wrote Mr. Miley. ‘On the 
other hand, if legislation is developed and 
made active, whose tendency would be to 
make for unemployment, it would be most 
unfortunate for the country, no matter how 
fine the purpose might be.” 

The’ statement said in part, “If the bill be- 
came law, it would undoubtedly prove to be 
most harmful to the people of the United 
States, as it is founded on wrong principles. 
The bill apparently contemplates the setting 
up of a balanced budget that will cover the 
complete economy of the United States of 
America. The figures of receipts and expendi- 
tures of the Federal, State, municipal and 
local governments of the country, and of the 
corporations, partnerships and individual activ- 
ities, would be brought together into one com- 
plete statement. After this was accomplished 
it is planned to maintain investment funds 
in the nation at the level that might be neces- 
saty to provide jobs for all—in other words, 
full employment. 


BUDGETARY PROBLEM 


“A budget of this scope could not possibly 
be brought together and maintained even 
through the establishment of a tremendous 
bureaucracy. No way has yet been found for 
manipulating investment funds in and out of 
government in such a manner as to hold em- 
ployment on an cven keel. Our economy, as 
carried on under the private enterprise system, 
has such an infinity of individual activities and 
contacts that they would not be controllable 
in a central bureau.”’ 

The Association agreed that statistical in- 
formation of a certain character is of value, 
but pointed out that such data do not make 
a magic mirror through which one may peer 
into the future. “The government already, 


through various of its 1,100 agencies, is-now 
in pOssession of practically all of the economic 
facts available,” said the statement, adding 
that there is a great overlapping and duplica- 
tion by the agencies which obtain statistics 
bearing on the business of the country. 





“It is not generally understood that statistics 
have no moving force. They merely tell what 
has happened. They do not and cannot fore- 
tell the future. It is the acts of men which 
determine the statistics, and the acts of men 
may change their direction because of emer- 
gency, catastrophe, psychological develop- 
ments, changes in habits and customs, or be- 
cause of inventions and discoveries. Well-set- 
up Statistical charts of economic developments 
have enormous values to business and are 
most instructive, but they should not be de- 
pended upon as oracles.” 

Emphasizing the importance of individual 
initiative, and suggesting that Congress has an 
obligation to maintain this traditional Ameri- 
can virtue, the statement said, “It does not 
seem to be realized by those who sponsored 
Bill S. 380 that the number of jobs open 
cannot be measured by the amount of invest- 
ment. The use of money by individuals some- 
times results in creating jobs for great num- 
bers of men in proportion to the amount in- 
volved, and sometimes for very few. It has 
been proved conclusively, however, that money 
spent by government does not yield true jobs, 
meaning those which are productive, to any- 
thing like-the extent that prevails when funds 
are utilized under the private enterprise sys- 
tem. Proclaiming through legislation that men 
have the ‘right to a job’ would inevitably 
steal the individual initiative of vast num- 
bers of persons who would otherwise strive for 
jobs. It is the striving for jobs which makes 
jobs. 

“This does not seem to be recognized by 
many who are honestly trying to protect the 
people from hardship. It is far better for 
the men and women of the United States to 
meet some hardship now and again in nor- 
mal ways than to fasten upon themselves a 
system that leads them to believe they will 
be protected from such hardships. No man has 
a ‘right to a job’ from his neighbors, although 
it might be in the interest of such neighbors 
to provide him with one. It would not be 
either to the interest of himself or his neigh- 
bors for him to lose the incentive to find a 
job for himself, because if the idea spreads 
among the people that they have a ‘right to a 
job’ it will weaken the moral force of the 
country and lead to economic stagnation.” 


EMPLOYMENT FACTORS 


Some of the considerations advanced by the 
Association which must be taken into ac- 
count if general employment is to exist, were: 

“1. Confidence on the part of the people 
that the economy of the country will be al- 
lowed to function by government if carried 
on under right principles. 

“2. Business confidence cannot prevail if 
government undermines industry through un- 
wise curtailing laws, competitive practices, or 
usurpation of business or industrial procedure. 





Controllers’ Duties With 
Relation to Costs 


Discussing cost problems as related 
to controllership management policies, 
Fred F. Hoyt, vice-president of Carrier 
Corporation, Syracuse, and a national 
director of the Controllers Institute of 
America, at a recent conference spon- 
sored by the Economic and Business 
Foundation, summarized the following 
points which management expects from 
its controllers with respect to costs: 


1. A constant watch over expenses, 

2. Suitable yardsticks for measuring 
what costs should be. 

3. Accurate information on actual costs, 

4. A comparison of actual performances 
with the standards, with an explana- 
tion of the variance. 

5. Assistance in directing the business 
so as to accomplish its chosen ob- 








| jectives. 





3, Government competition can destroy pri- 
vate enterprise even though government may 
operate under a huge bureaucracy, because it 
can charge its losses to taxes and it pays no 
taxes itself. 

4. Profit incentive is the spark that moti- 
vates business and industry under the private 
enterprise system. 

“5. Expenditures of government must in 
time of peace be kept within the power of 
the people to meet them through taxation that 
does not take such a percentage of profit as 
to kill incentive, prevent the creation of new 
enterprises, and the expansion of the old, 
which provides jobs for men and women. 
There is no inducement to take business risks 
which make for employment if government 
takes the profits and the entrepreneurs the 
losses. 

“6. Government under great bureaucracies 
inevitably leads to despotism, the loss of free- 
dom, and ultimately the complete dissipation 
of security. The red tape that is unavoidable 
under bureaucratic government not only te- 
sults in tremendous costs that a community 
cannot afford, but results in slowing up pro- 
duction and so makes for unemployment. 

“7. Labor laws in the interests of produc- 
tion and jobs must be fair to both labor and 
industry. If present labor laws are reconsti- 
tuted so as to be fair to both labor and in- 
dustry, it will make for employment. 

“8. If agriculture lives off the taxation of 
industry, it will make for unemployment in 
industry. When this occurs, and workers in 
industry are laid off, in self-protection they 
take to the growing of food either through 
their own vegetable gardens or by working on 
farms. Thus, instead of such labor making a 
market for the products of agriculture, their 
activities increase the supply of agricultural 
goods, and the market they provided is largely 
lost. Congress should make a careful study of 
this situation and bring the laws which relate 
to agriculture into such form that they will 
protect both agriculture and industry.” 


Federal Securities 

On November 30, 1944 the outstanding 
securities issued by the United States govern- 
ment, exclusive of guaranteed obligations, 
amounted to $210,774 million. The federal 
government, its agencies and trust funds held 
$21,194 million, the Federal Reserve Banks, 
$18,386 million and private investors $171,194 
million. Of the debt held privately, 7,291 com- 
mercial banks owned $65,859 million; 35 
stock savings banks, $325 million; 542 mutual 
savings banks, $7,654 million; and 942 in- 
surance companies held $17,788 million. All 
other investors held $80,031 million—(From 
the Bulletin of the U. S. Treasury Department, 
January 1945). 
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When asked to discuss 13-period ac- 
counting I stated I would outline our 
reasons for using this method. We op- 
erate a newspaper—publishing morn- 
ing, afternoon and Sunday editions— 
and a 50,000 watt radio station on a 
dear channel. We also operate a roto- 
gravure plant which publishes our own 
roto supplements and roto sections for 
other newspapers, plus catalogues and 
other types of advertising matter for 
nationally known firms. We operate, 
too, commercial engraving and photo- 
graphic departments selling direct to 
most Kentucky newspapers and printers. 

Our rotogravure corporation uses 
‘standard costs’ as developed by a well 
known engineering organization. 

Our radio station is departmentalized 
and operates as a division of our news- 
paper organization. 

Thus I am going to discuss only the 
manner in which 13-period accounting 
affects our newspaper operation, al- 
though it is used throughout our ac- 
counting setup. The newspaper indus- 
try is peculiar in that its product is so 
perishable. I know of no other busi- 
ness where the manufactured product 
becomes waste in a few hours and can 
only be sold as scrap after it has been 
produced. No doubt you have heard 
the expression ‘““What is as dead as a 
day-old newspaper?” 

Ours is a business that is both a man- 
ufacturing and a service organization. 
It is one that operates on strict dead- 
lines. Failure to get the paper out on 
time means that trains and buses are 
missed and subscribers in distant local- 
ities are without newspapers. You 
know, when you arise in the morning 
and the paper is not at your door, how 
ittitated you become, and how prone 
you are to call and complain about the 
service. The same is true when you 
teach home at night and do not find the 
paper there. 

News comes in from all parts of the 
world by direct wire service, Bell type- 
writers, telephone and telegraph. Local 
news is gathered by our own reporters 
and usually called in by telephone so 
that the story can be written. All news 
is rushed to the composing room to be 
set in type. The type is arranged in 
page form and goes to the stereotype 
department where mats are made and 
curved plates cast for the presses. 

After the papers are printed, the 


—13-Period Accounting in the 
Newspaper Industry 


By W. R. Hays 


mailing room bundles them according to 
agents’ draw, or single wraps them if 
they go by mail. All forms of trans- 
portation are used to deliver papers: 
milk trucks, bread and meat trucks, 
buses, express service, railroad baggage 
and, before the war, planes were used, 
all to one end—that papers would be 
delivered in as short a time as possible 
after printing. 

Advertising is a form of news that is 
sold by the advertising department; set 
in type, and placed in forms along with 
stories of local and worldwide events. 
Each day the amount of news and fea- 
tures published is governed by the 
amount of advertising carried. 


COMPARISONS DIFFICULT 


The use of the calendar month as an 
accounting period involves certain ob- 
jections principally from the standpoint 
of comparability with the same month 
in other years and with previous 
months. As the calendar month never 
contains the same number of respective 
days of the week as the same month in 
the preceding year, or in the preceding 
month, sales or expense statements for 
the month are never comparable with 
the same reports for the preceding year 
or previous month. 

Our advertising revenue fluctuates 
widely between the different days of the 
week and because of the relationship 
between advertising carried and the size 
of the paper, costs likewise vary greatly 
between the different days of the week. 
Circulation revenue on the other hand, 
remains fairly constant each day. The 
combination of these factors always 
made it extremely difficult for the ac- 
counting department to analyze sales 
and expense, while management usually 
needed a crystal ball to determine where 
we were going. This condition resulted 
in our adopting 13-period accounting. 

Practically all business has a cycle 
wherein costs and sales can be com- 


pared. The packing industry and the 
newspaper industry have a weekly cycle. 
As an example, papers are sold to 
agents and to readers usually at a 
weekly rate. In our own operation we 
account for papers sold each day and at 
the end of each calendar week convert 
the number of papers sold into money 
for billing purposes. Many of our ad- 
vertising contracts are on a weekly in- 
sertion basis. All news services, such as 
Associated Press, Wire Photo and Inter- 
national News Service bill us weekly. 
Most of the feature syndicates also render 
weekly bills. We in turn bill our circu- 
lation accounts and a great many of our 
advertising accounts on a weekly basis. 

Thirteen period accounting provides 
us with a yardstick to measure effi- 
ciency, that we never possessed before. 
It enables our department heads, who 
have complete control over all costs in 
their particular departments, to budget 
expenses accurately, and it enables man- 
agement to determine the trend of ex- 
pense and sales. We believe that after 
the war, with several years’ experience 
with thirteen period accounting and 
plotting the relationship of expense 
and revenue, that it will be possible to 
predict the net profit before taxes for 
any volume of sales. 


CHANGE-OVER PROBLEMS 


In changing over our accounting sys- 
tem we ran into a number of difficulties. 
These have been overcome to a great 
extent. We notified all our vendors 
that payment would be made to them 
every four weeks based on material re- 
ceived and invoices rendered. We also 
notified approximately three hundred 
truckers, bus lines, railroad companies 
and the express company that payment 
would be made to them every four 
weeks. It might interest you to know 
that we prepare invoices for the rail- 
roads and express company showing 
the weights shipped over their facilities 








THIRTEEN CAN BE LUCKY 


Application of the 13-month calendar to a specific accounting system is de- | 
scribed in this paper presented at the January 31 meeting of the Louisville Con- 
trol. Mr. Hays is controller of the Courier-Journal and Louisville Times Com- | 
pany, and the Standard Gravure Corporation. Despite the traditional hoo-doo, | 
he reports no “hard luck” as yet with 13-period accounting. 


—THE EDITOR 























































510 The Controller, October, 1945 


and send them checks based on our weeks, except those who indicated they our leases call for monthly payment 
We are unable to get power bills ex. 
cept on a monthly basis. However, by 
reading our own meters it is simple 


statements to them. Periodically they would prefer weekly payment. The 
test check weights of our shipments Post Office bills us weekly for second 
against the statement which we render. class postage used. We have been un- 

All our features are paid every four able to change rentals of substations, as 


(Please turn to page 532) 





Period Calendar for 1945 


The Courier-Journal and Louisville Times—Standard Gravure 
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From the latter part of 1929 to 1937, 
our country experienced its most serious 
economic disorder, resulting in stagnation 
of business and idleness of many mil- 
lions of workers. Government aided spas- 
modically during this period through an 
emergency employment program by or- 
ganizing the CAA. GEC. NYA, 
and many other similar agencies. The pur- 
pose was to give the unemployed some 
form of work and furnish them with a 
means of self-sustenance. Many of these 
agencies were fundamentally charitable 
and non-essential. Employment provided 
by such agencies stigmatized the workers 
as indigents. This form of employment 
suppressed initiative and self-respect and 
instilled unrest and dissatisfaction. The 
resulting attitude bred contempt for gov- 
ernment, industry, and our American way 
of life. During 1937 and 1938, we ex- 
perienced a short period of business re- 
vival, but most government projects for 
the unemployed continued. 

Beginning with 1939 and the start of 
World War II, orders for armament were 
placed with industry by foreign coun- 
tries. This business activity was acceler- 
ated by our country’s preparation for de- 
fense and the furnishing of war materiel 
for our allies. Then came the day we were 
treacherously attacked and industry had 
to make an all-out effort to produce ma- 
teriel for the Allied nations. Industry as- 
sumed the obligation of producing ma- 
tetiel and performed the job expected of 
it. Its production was greater than that 
of any other country and often exceeded 
the requirements. This phenomenon of 
high production by industry in a short 
space of time as compared with the re- 
sults government obtained from employ- 
ment during the depression shows that 
the problem of re-employment in the post- 
war period should not be entrusted to 
government but rather should be assigned 
to industry. 

From 1940 to 1943, inclusive, the 
profits of industry were drained off to the 
government treasury through the excess 
profits tax laws. The loss of these earnings 
has stripped many industries of the re- 
serves necessary to rehabilitate and re- 
convert their properties, perform the 
necessary research for new products and 
improve old products, and promote the 
sale of such products during the post- 
war period. Consequently, when the post- 
war period arrives, industry will be com- 
pelled to operate on only a limited basis. 
If this condition prevails, we will return 
to the dark days of the early thirties with 
the unemployment of millions and the ces- 
sation of our vast industrial activities, 


Postwar Employment Plan 


By Lester M. La Porte 


and government will again have to take 
over the job of employment. It cannot 
advisedly follow its former program of 
1929 to 1939. Therefore government will 
use the properties, estimated at twenty 
billions, which it built for industry dur- 
ing the war period. The operation of 
these properties in the postwar period by 
government in competition with private 
industry will ultimately end in a socialis- 
tic state. 


GOVERNMENT VS. INDUSTRY 


Government should remain govern- 
ment, practice economy in its operations, 
and leave the job of employment to in- 
dustry. Industry will not be successful 
if government continues to favor certain 
groups and enacts restrictive legislation 
and regulation against industry. In ad- 
dition, industry will be unable to obtain 
money from investors for expansion, re- 
search, and production if. government's 
policy of excessive taxation continues. 
Government must take industry into its 
confidence and build a cooperative alli- 
ance among government capital, and 
worker. To do this, government must ob- 
tain more business ingenuity in govern- 
ment affairs and continue its present plan 
of getting reputable business men in gov- 
ernment. ; 

Our progressive success as a nation is 
based on our expansion and production. 
We have lived and prospered by what we 
produced, not by what we destroyed. We 
cannot be successful if we continue to 
pay for the destruction and the non- 
production of food products. The phi- 
losophy of wastefulness and idleness re- 
sults in intellectual degeneration, the 
worker becoming indolent, and the in- 
vestments of our thritty deteriorating 
from obsolescence. If these conditions 
become prevalent, we will have sacrificed 
the heritage of our American life and 
the only salvation will be socialism and 
enforced labor. 

These difficulties can all be avoided if 
government will cooperate with business, 
have a reasonable understanding of in- 
dustry’s problems, and be considerate in 


its legislation and regulation. Our whole 
economy is based on furnishing employ- 
ment at fair wages to the worker and 
providing a fair return to the investor. 


DEMOBILIZATION PLAN 


In order to regain our American way 
of life, government and industry must 
adopt a well-coordinated plan, formu- 
lated in advance. The five major phases 
of such a plan are 


1. Systematic demobilization of military 
personnel 

2. Release of limited production orders 
for civilian goods 

. Release of limited public works orders 
to municipal, county, and state govern- 
ments 

4. Repeal of Excess Profits Tax Act 

5. Enactment of Postwar Assistance for 
Industrial Act 


Ww 
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The military personnel must be re- 
leased with regard to industry's ability 
to re-employ, otherwise many, because of 
idleness, may become public charges. 
Therefore, the demobilization should be 
gradual and extend over a minimum of 
twenty-four months. The first to be re- 
leased should be those who will be imme- 
diately re-employed and those who elect 
to enter an accredited school to either 
complete their education or train for a 
new vocation. Those who go: to school 
should be entitled to financial assistance 
from the government. The pending legis- 
lation should include tuition and a 
monthly allowance for maintenance with- 
out recourse. Universities should not con- 
fine their courses to business or profes- 
sional curricula. Their courses should in- 
clude the various trades such as carpentry, 
masonry, etc., so those who prefer trades 
can graduate from an accredited school 
and obtain a diploma as an artisan. 

Simultaneously with the demobilization 
order, the production of civilian goods in 
limited quantities should be permitted 
under government control to keep em- 
ployed those formerly required on civilian 
production plus those returning from mil- 








A STIMULUS TO INDUSTRY 


In this paper Mr. LaPorte advocates the adoption of a five point plan so that 
we can “regain our American way of life” in the postwar years. The author, who 
prepared this paper as an entry in the recent Pabst Postwar Employment Awards 
Contest, is controller of the Wisconsin Electric Power Company, Milwaukee. 
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itary service. Many government units are 
planning postwar public works programs. 
Permission to start these programs should 
be granted coincidentally with permission 
for production of civilian goods. The pub- 
lic works programs should be limited to 
only the necessary needs of a community 
and particularly to those needs that were 
delayed because of labor and material 
shortages during the war. Such work 
should be paid for out of current tax 
collections so as to prevent any further 
local government indebtedness. When 
surplus labor becomes available, it may 
require, in certain instances, the laying 
off of married women whose husbands 
are working, including married women 
whose husbands have returned from mili- 
tary service and are employed, men and 
women formerly on pension, and those 
eligible for pension. 

With the issuance of demobilization 
orders, civilian production orders, and 
public works orders, government should 
repeal the excess profits tax law and en- 
act a “Postwar Assistance for Indus- 
tries Act.’ This act should provide for 
assistance to industries which paid excess 
profits taxes in any one or more of the 
years from 1940 to the date the excess 
profits tax act is repealed and which 
industries in the five years following do 
not earn a net return of 6 per cent. on 
their invested capital after taxes. Such in- 
dustries shall be entitled to an annual 
refund from their excess profits taxes 
previously paid without recourse and 
without issuance of shares or certificates 
of indebtedness to the government up to 
an amount required to make their net re- 
turn annually after taxes equal to 6 per 
cent. on invested capital but in no case 
in excess of the amount permitted by the 
formula. 

The refund, based on percentages ap- 
plied to the total excess profits tax paid, 
shall be for the purposes and amounts 
shown below 


1. 10 per cent. annually for 2 years for 
the purpose of rehabilitating and 
reconverting its property, plant and 
equipment 

2. 5 per cent. annually for 4 years for 
research and development of new 
products or to improve existing prod- 
ucts 

3. 5 per cent. annually for 4 years to 
promote the sale and use of any new 
or improved products 


The cost of each class of expense listed 
above shall be maintained in separate ac- 
counts supported by sufficient detail to 
prove their authenticity and shall be sub- 
ject to audit by the internal revenue bu- 
reau annually. Where an industry has a 
net return of 6 per cent. on its invested 
capital after taxes and included all the 
expenses eligible to refund, such industry 
will not be entitled to any refund. 

Under this plan the government would 
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retain 40 per cent. of the excess profits 
tax previously paid and would refund up 
to 60 per cent. The government would 
then have acted in the capacity of a trus- 
tee of these excess funds during the war 
period. The maximum annual refund for 
an industry which paid $10,000,000 in 
excess profits tax would be as follows: 


First and Second Years Refund 
10 per cent. for rehabilitation and 
reconversion $1,000,000 
5 percent. for research and de- 
velopment 500,000 
5 percent. for promotion 500,000 
Total Each Year $2,000,000 
Third and Fourth Years 
5 percent. for research and de- 
velopment 500,000 
5 per cent. for promotion 500,000 
Total Each Year $1,000,000 


The foregoing formula applies to only 
those industries which had earnings sub- 
ject to excess profits tax. Many organi- 





Peacetime Credit 


“If the private enterprise system 

is to survive, the financing of indus- 

_ try for peacetime pursuits should not 
be undertaken as a governmental 
function except in periods of emer- 
gency.” | 

“.. . . In order to avoid excessive | 
loss the guarantor, an agency of the 
Federal Government, would have to 
set standards and review each indi- | 
vidual loan transaction. In effect, the | 
‘guarantor would determine who 
could and who could not have credit, 
as well as the channels through which | 
such credit would be obtained. More 
and more, it would assume the func- 
tions of management.” 

"“, . .. Adequate private resources 
now exist for the financing of busi- 
ness enterprise. Never before have | 
the savings and cash resources of our | 
people and our business been so 
large. Every opportunity should be 
given private enterprise to operate 
within the framework of a pri- 
vate financial system before the Fed- 
| eral Government, either directly or 
| through its many agencies, steps in 
| to render financial aid to and pro- 
vide financial direction and control 
over business enterprise.” 

Excerpts from the Annual Report of the 

Federal Deposit Insurance Corporation 











zations had no earnings subject to excess 
profits tax, consequently, they would not 
be eligible to participate under the above 
formula. Some form of assistance should 
also be offered this group during the cor- 
responding period. This can be limited to 
promotion of business expenses as these 
organizations are principally wholesalers, 


jobbers, and retailers. The maximum as. 
sistance in any year shall be limited to 
6 per cent. of invested capital and should 
be allowed to only those organizations 
which annually have not earned a net te. 
turn of 6 per cent. on invested Capital 
after taxes and have not paid compensa- 
tion in excess of $10,000 to any of its 
principal owners. Many small businesses 
will be included in this group. If such 
organizations have invested capital of 
$20,000 and are eligible to participate, 
the maximum subsidy would be $1,200 
annually, which would be sufficient to pay 
at least one salesman at $100.00 a month, 

Whenever an industry will benefit 
under the proposed act, the funds will be 
used principally for wages and will un- 
questionably stimulate employment. Those 
individuals employed through this plan 
will be subject to income taxes and ex- 
cise taxes. Therefore, some of the funds 
received by industry from government 
will be returned to government in other 
forms of taxes. The employment of these 
individuals will stimulate purchasing 
power because the wages earned will be 
spent for housing, food, clothing, and 
other necessities of life. 

After the emergency is over and war 
contracts are cancelled, there will be a 
natural retrenchment of business activi- 
ties. If the opportunity, however, is given 
to industry to recapture out-of-pocket 
costs covering rehabilitation, reconversion, 
research, development and promotional 
expenses and it has the information in 
advance, it will lay plans now for the 
postwar period and determine the number 
of people it can employ on each of the 
projects covered by the proposed act. 


PLAN Is FLEXIBLE 


The proposals contained herein are 
flexible. The percentages of allowances 
and the period of time to which they ap- 
ply can be increased or decreased as fur- 
ther research determines. This plan pro- 
vides work for unemployed on mainte- 
nance of property, plant, and equipment, 
which work was delayed because of labor 
and material shortages, on research and 
development of products for civilian use, 
and for the promotion and sale of new 
and improved products. The plan pro- 
vides a means of immediately placing 
millions of unemployed on productive 
work, which is the problem facing gov- 
ernment, industry, and the worker. 

The plan in its final form is not a 
panacea but rather a stimulus to industry. 
The final form, to cover all the rules,. reg- 
ulations, and orders involving the five 
major phases of the plan previously de- 
scribed, would require more than one hun- 
dred thousand words. This manuscript has 
been limited to two thousand words to 
conform to the rules governing this con- 
test. It, therefore, is necessarily only a 
brief of a postwar employment plan. 
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Five major responsibilities of control- 
lership from the viewpoint of a manag- 
ing executive, are outlined in the article 
on this page, which constitutes the sub- 
stance of an address presented by Mr. 
R. J. Goldie, Executive Vice-President of 
Timken-Detroit Axle Company, of De- 
troit, Michigan, before a recent meeting 
of the Detroit Control of the Controllers 
Institute of America. —THE EpirTor. 


What does management expect of the 
controller ? 

First, of course, management expects 
facts—un pleasant as well as pleasant. 
Management expects warnings of unusual 
trends in the business, analysis of the fac- 
tors causing these unusual trends, and 
forecasts of the effect on the company. 

All this is a large order for anyone to 
catty through, and to cope with the prob- 
lem. I would list the duties of the con- 
troller under five major headings: 


1. Recording 

All transactions of the business must, 
of necessity, be recorded and assigned to 
their logical place in the records of the 
general accounting system. 

That sounds simple but when these 
transactions originate in so many depart- 
ments of the business and are handled by 
so many different people, few of whom 
have an expert knowledge of accounting, 
it may be, and generally is, a constant 
problem to the controller. 

Records are absolutely essential, but it 
is the controller’s constant job to keep 
them as simple and still as illuminating 
as possible, and also once established to 
make changes only after very careful con- 
sideration so that the great benefit of 
periodical comparison is not lost by a re- 
shuffling of accounts. 

Every large organization has a number 
of department heads, or assistants, who 
think they can compile a much better 
form than the one they are using, and 
so far as their department is concerned 
they very often are right; but not having 
the whole picture as to the use of the 
form in other departments, they are apt 
to “miss the boat.” The controller is 
usually engaged in a continual campaign 
of “swatting that fly,” without destroying 
the originator’s zeal in properly recording 
his work. 

Again, files become cluttered with re- 
ports which were probably of great value 
when originated, but like government 
bureaus go on and on long past their use- 
ful life, just because we always have 
done it. 


A Managing Executive's Concept 
of Controllership 


Therefore, a periodic renovation of 
files, forms, and duplicate files of reports 
that have withered but never seem to die 
is a commendable campaign for the alert 
controller, and the saving in time, space, 
and stationery is a very worthwhile re- 
ward for the effort. 


2. Compare 

Assuming the records have been well 
and uniformly kept, and that they reflect 
the operations in a fairly constant pattern, 
the alert controller will keep a constant 
record either by graph or chart that will 
afford a quick and accurate comparison 
with previous operations. He will imme- 
diately investigate changes, either favor- 
able ot unfavorable, and try to deter- 
mine their significance. This brings him 
to what I consider the third chief duty of 
a controller, namely: 


3. Analyze 

Get the facts! What has caused the 
change in trend? What caused this par- 
ticular expense to run out of line with 
past operations ? What was the reason for 
the increase in profit or loss in this de- 
partment? What are the factors that 
caused this change? And then, the fourth 


duty: 


4. Question 

I believe that is, if not ¢He most im- 
portant, at least one of the most im- 
portant attributes of a good controller— 
“wHy ?” 

A good controller should have a ques- 
tion mark for his middle initial! 

When an appropriation comes through 
he should know why, and if he does not 
know he should find out. Otherwise, how 
can the expenditure be allocated to its 
proper niche ? 

If a department starts to slide in its 
control of expense in relation to output— 
Why? 

If costs are not on a fairly uniform 
basis—Why ? 

When he has performed these four 
functions adequately, that is, Recorded, 
Compared, Analyzed, and Questioned, he 
then must: 


5. Forecast 

In addition to preparing and interpret- 
ing the financial statement of the com- 
pany, and compiling production costs, 
distribution costs, and other financial in- 
formation to guide the management in 
the conduct of the business, he must 
prepare budgets and forecast the effect 
of trends in the business. However un- 
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pleasant the task, he must bring the facts 
and his forecast of the result sharply to 
the attention of management. 

I have not touched upon the many de- 
tailed duties these five functions cover. 
These manifold activities are set forth 
more clearly, and in more detailed fashion 
than I would be capable of doing, under 
the heading Duties of a Controller as de- 
fined by the Controllers Institute of 
America. But to perform these manifold 
tasks adequately, all of these duties can, 
I believe, come under the five headings: 


Record 
Compare 
Analyze 
Question 
Forecast 


If you have a man with these qualifica- 
tions as controller, you have a real asset 
to your business and a wonderful help 
to your peace of mind. 

If a controller is satisfied if two col- 
umns balance, whether or not his con- 
sidered judgment would tell him the re- 
sult was “‘screwy,”” those in management 
are in for some rude awakenings. 

On the other hand, if experience has 
taught that the controller will compare, 
analyze, and question all information that 
comes over his desk, and put his finger 
on the sore spots, he is a tower of 
strength to the management. 


* * * 


A Choice Must Be Made 


For more than a decade, this country has 
been moving steadily toward a planned econ- 
omy, directed and controlled by the central 
government in Washington. Total war of 
necessity has required the adoption of totali- 
tarian methods, and, as a result, we have 
journeyed even more swiftly down the road 
toward a totalitarian State-directed way of 
life. 

When the war is over the American people 
either will insist upon returning to the 
American way, or they will, perhaps under 
the illusion that what happened in Europe 
can’t happen here, move on further toward 
the dictatorship of centralized government. 

Recognizing that this choice must be made 
in the postwar years, I know that the de- 
cision will affect not only our political but 
our economic lives. The basic economic read- 
justments following the world’s greatest war 
will be enormous problems in themselves, and 
the conflict of philosophies which divides us 
will add grave difficulties. As a realist, I have 
no illusions that the transition to a peace- 
time economy will be smooth. It would be 
foolish to be too optimistic as to subsequent 
years in the face of the tremendous readjust- 
ments which will be necessary if we are to 
get back into economic balance. 

—Lewis H. BRowN, President, 
Johns-Manville Corporation 


























































Today's Broad Tax Responsibilities of 
Controllers Listed by Lindahl 


High-lights of successful controllership in 
today’s corporate tax field were outlined by 
Oscar N. Lindahl, vice-president-finance, Car- 
negie-Illinois Steel Corporation, Pittsburgh, 
Pennsylvania, before a conference sponsored by 
the Economic and Business Foundation in No- 
vember, 1944. Mr. Lindahl, who is a past 
president of the Controllers Institute of Amer- 
ica, and chairman of its Committee on Federal 
Taxation, listed the following points: 


“1, Recognize that taxes are no longer 
just a contributing factor to the profit or 
loss status of a company but that they have 
assumed the magnitude of determining and 
deciding factors in the success or failure of 
a business. 

“2. Full responsibility for all tax matters 
should be vested in the Controller. 

“This is one case where ‘half a loaf’ is 
worse than none. Duplicating, overlapping, or 
conflicting responsibility cannot be tolerated 
in the field of taxation. 

“3. It is the responsibility of the control- 
ler to make corporate management ‘tax con- 
scious.’ 

“Unfortunately, there are still many com- 
panies in which taxes are looked upon as ‘some- 
thing cooked up by the accounting department.’ 
All branches of management must be educated 
to recognize tax implications and seek expert 
advice before commitments are made and dam- 
age is done. 

“4, The controller must assure full recog- 
nition of the tax aspects involved in top man- 
agement decisions and policies. 

“This is especially true in the field of plan- 
ning, budgeting, and forecasting where rosy 
dreams are often darkened when the realistic 
factor of tax liability is finally introduced. 

“5. Examine all accounting transactions 
from the tax angle. 

“This requires complete accurate records and 
full analysis and interpretation of related tax 
laws and court decisions. This is a constant 
review—a continual replowing of the field, in 
the sense that today’s accounting procedures 
and principles must be re-examined in the light 
of tomorrow's tax developments. 
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executive, and the development of re- 

ports that will measure the performance 

of each individual who is accountable 
for some definite phase of the com- 
pany’s operations. 

Frequent discussions with individual 

operating men for the purpose of de- 

termining the kind of information they 
need to operate effectively. 

(3) Elimination of unessential details. 

(4) The regular preparation of interpre- 
tative comments. 

(5) Constant striving to present financial 
and operating data in terms that oper- 
ating men will understand (including 
the more frequent use of visual aids 
such as charts and graphs). 

(6) Development of special reports relating 
to significant factors such as yields, 
scrap losses and the like. 

(7) And last but not least, the inaugura- 
tion of budgetary control. 


Q 


ww 


You controllers have a great challenge 
facing you. Let me wish you success in 
meeting it. 





6. Match the magnitude and complexity 
of your problem with equivalent brain-power 
and personnel. 

“The importance of the tax function is 
equivalent to that of any other major activity 
in business administration. Just as much (or 
more) money can be lost through mistakes in 
the tax field as through faulty equipment de- 
sign, inefficient operation, and outmoded sales 
policies. 

“7. Keep abreast of current court de- 
cisions as well as legislative trends. 

“The body of corporate tax law is alive, 
dynamic, and fast changing. Be certain that 
your elections and decisions are based on up- 
to-the-minute facts. 

“Each year the position of controllership 
assumes broader social significance. Nowhere is 
this more true than in the tax field, where 
the accounting system serves as the medium 
for determining most of our state and national 
revenue. The reconversion and postwar period 
will undoubtedly be marked by drastic and 
far-reaching developments in the tax field. The 
controller who has built an effective tax or- 
ganization will be best prepared to deal with 
the heavy industrial and social responsibilities 
which will be his with the war’s end.” 


Utilities Financial Record in 
1944 Termed Excellent 


Financial statistics of electric and gas utili- 
ties for 1944 as compiled by C. A. Turner of 
Chicago, Illinois, indicate some outstanding re- 
sults obtained during that year and proved that 
the nation’s electric and gas utilities are in ex- 
cellent financial condition. 

The total assets of 214 companies, Mr. 
Turner reports in his recently published ‘‘Fi- 
nancial Statistics of Electric and Gas Utilities, 
1938-44,” amounted to over eighteen billion 
dollars. This figure, Mr. Turner states, repre- 
sents the major portion of the electric and gas 
industries. 

During 1944 he points out, the per cent. of 
gross income to total capitalization was: 5.54 
and in relation to fixed capital was 4.82. This 
was not an excessive return on the total money 
invested but nevertheless bond interest was 
earned 3.16 times, fixed charges were earned 
2.76 times and fixed charges plus preferred 
dividend requirements were earned 1.87 times. 
In addition she return on common. stock 
amounted to 9.11 per cent. This was accom- 
plished after the payment of taxes which took 
approximately 23 cents out of each customer 
dollar received. 

The average rate of long term debt interest 
as of December 31, 1944 was 3.51 per cent. 
which compared with 3.71 per cent. at the end 
of 1943. The rate of preferred stock dividends 
was 5.32 per cent. at December 31, 1944 and 
compared with 5.66 per cent. at- December 31, 
1943. These percentages indicate the results 
of the refunding which has occurred during 
the last few years. 

Taxes aggregated $862,000,000 in 1944, of 
which $506,000,000 were Federal Income taxes. 
The per cent. of taxes to operating revenues 
has increased each year since 1938 as follows: 


1938 13.03% 
1939 13.44% 
1940 15.18% 
1941 18.19% 
1942 21.30% 
1943 22.58% 
1944 22.97% 


Earnings from customers totaled $3,754,- 
000,000, taxes $862,000,000, depreciation 
charges $381,000,000, maintenance $234,000,- 
000, fixed charges $274,000,000 and preferred 
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Technical Studies Planned 


The Committee on Technical Informa- 
tion and Research of The Institute has 
compiled a list of nine subjects concern. 
ing which it proposes to conduct ip- 
quiries. The list will be announced as 
soon as a selection of three subjects for 
early treatment has been made. Results 
of the inquiries will be published ip 
“The Controller.” The current chairman 
of the committee is Mr. Herbert P. 
Buetow, controller of Minnesota Min- 
ing & Manufacturing Company, §¢, | 
Paul, Minnesota. 











dividend requirements $131,000,000. The bal- 
ance for common stock amounted to $352, 
000,000 and common stock dividends paid were 
$262,000,000. 

Capitalization outstanding totaled $13,661,- 
000,000 and consisted of long term debt $6,- 
420,000,000, preferred stock $2,196,000,000, 
common stock $3,866,000,000 and surplus $1,- 
179,000,000. Total fixed capital aggregated 
$15,693,000,000, total assets $18,050,000,000 
and depreciation reserve $2,950,000,000. 

Original cost studies have been completed by 
145 of the 214 companies. The reclassification 
has been recorded on the books of 122 com- 
panies and the remaining 23 companies have 
their finished original cost studies pending be- 
fore regulatory bodies. Other companies have 
this reclassification partially completed and 
some companies are not required to reclassify 
their property account. 


Costs and Jobs 


An interesting brief message entitled “A 
Short Course in Cost Accounting—and its 
relationship to Job Security,” prepared by 
Mr. W. C. Carter, president, Link-Belt Com- 
pany, Chicago, was recently given to all em- 
ployees of the company and likewise mailed 
hg a special report to stockholders of the 

rm. 

By means of simplified text and _illustra- 
tion, the message revealed the fundamental 
importance of cost control within a corpora- 
tion and the necessity of cooperative effort 
on the part of all departments of a business 
in keeping costs down, so that competition 
can be met. 


Pay Deductions Total Forty-Plus 


There are at least 31 different kinds of pay 
you can get, but 42 or more different kinds 
of deductions to reduce it, according to a 
study made by The National Cash Register 
Company concerning payrolls and_ payroll 
techniques currently in use in American in- 
dustry. 

Kinds of pay making up the workers’ wages 
include pay for swing shift differential, ad- 
vance daywork, seven-day bonus, night bonus, 
individual and. group incentives, inventory 
work, vacation pay, Saturday overtime, and 
many others. 

As for deductions, American workers not 
only turn over to the government part 0 
their money for Social Security, war bonds 
and withholding taxes, but they are con- 
tributing generously to such organizations 
as the Red Cross, the Community Chest and 
the National War Fund. 

Among private protection deductions are 
those regularly taken out of workers’ pay 
for group life and accident insurance an 
hospitalization, which are indirect results of 
improved employer-employee ielationseee 
Other voluntary deductions include those for 
home loans, credit unions, employee asso- 
ciations, purchases in company stores, salary 
allotments to savings accounts, and tuition 
to vocational schools. 
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Saluting Device, U. S. Patent No. 556,248, granted 1896. 4 


Patent description supplied upon request. 


Keep this under your hat... 


Next time you meet a lady friend, 
you needn’t tip your derby. Just 
nod your head, and this device will 
do the job for you! 

Wonderful, as the saying goes, 
what people will think up. We, too, 
have an idea, for instance . . . only 
it’s slightly different. Instead of such 
far-fetched devices, our scheme does 
without ’em! 

It’s called the Comptometer 
Check-and-Payroll Plan, which may 


©. W. AYER & SON 


not sound so startling. But it’s a 
wonder at digging payroll depart- 
ments out from under paper-work. 


Unique among all other systems, it 
eliminates repeated postings and 
cuts filing down to nil. All that’s re- 
quired is a payroll check or a cash 
envelope. Reason enough why it’s 
faster. You can finish the payroll 
and get wages to employees in less 
time ... at lower cost. And it makes 
full use of your present machines. 


Your nearest Comptometer Co. 
representative can demonstrate 
these facts. Why not get in touch 
with him? The Comptometer, made 
only by Felt & Tarrant Manufactur- 
ing Co., Chicago, is sold exclusively 
by the Comptometer Company, 1734 
N. Paulina Street, Chicago 22, Ill. 


 OMPTOMETER 


REG. U. S. PAT. OFF. 


Adding-Caiculating Machines and Methods 
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Institute Must Gird for Challenge of Future 














It has been customary for your Presi- 
dent to make a report to the member- 
ship annually at the close of each fiscal 
year; in this instance a year which be- 
gan in the midst of bitter war and 
which happily ended in peace. 

We do not propose to violate estab- 
lished custom, except in one respect: 
we shall be brief. Much that could be 
said is better done in the reports of the 
Managing Director, the Treasurer, the 
Auditors and the various standing com- 
mittees. 

There are, however, a few highlights 
on which we wish to comment. 

During the year your Institute ex- 
perienced a continuance of normal 
healthy growth in membership; this in 
spite of the fact that no additions were 
made to the number of Controls in 
operation. Further, this growth was ac- 
complished without the slightest lower- 
ing of membership standards and be- 
speaks the excellent work of the local 
Controls’ and the national admissions 
committees. 

It should be kept in mind, however, 
that many well qualified individuals 
still remain outside the fold, and that 
each year neophytes are maturing. It is 
the duty of The Institute, through its 
local Controls, to acquaint these men 
with the objectives and activities of our 
organization and invite them to par- 
ticipate. 


FINANCES HEALTHY 


Your Institute is also in financial 
good health, as will be evidenced by 
the Treasurer's report and that of your 
Committee on Budget and Finance. 

Revenues increased over the previous 
fiscal year, without, strange as it may 
seem, a proportionate increase in ex- 
penditures. Current cash position is in 
the neighborhood of $20,000 better 
than a year ago, and the profit and loss 
statement shows a profit of some $5,000 
compared with a loss of roughly $4,000 
the year before. 

Conversely, during the past year, it 
was found necessary, because of condi- 
tions beyond our control, to curtail 
sharply many of the activities normally 
malgcied by The Institute. 

Hotel and travel restrictions required 
that we forego entirely the usual Spring 
conferences. Likewise, these conditions 
made it impossible for the Chicago 
committee to arrange our annual meet- 
ing in a manner befitting the prestige 
of The Institute and compatible with 
the rightful expectations of those who 
might have found it possible to attend, 


By Edwin W. Burbott, Past President 


Controllers Institute of America 


and we therefore decided to postpone 
all activity except a strictly business 
meeting of members. 

It is particularly unfortunate that 
such curtailment should have been nec- 
essary during a period when there ex- 
ists perhaps, greater need than there 
was before for full- discussion and ‘in- 
terchange of ideas and experiences con- 
cerning controllership problems. 


CONTROLS COMMENDED 


We are sincerely grateful to the of- 
ficers and directors of local Controls 
for the splendid manner in which they 
filled the breach, and to Messrs. Arthur 
R. Tucker and Paul Haase for their 
visits to Controls under trying circum- 
stances. 

Nevertheless, we have felt that war 
restrictions carried with them some 
compensating factors. For one thing, it 
directed attention and afforded time for 
quiet’ study of the affairs of The Insti- 
tute and its needs, from which these 
conclusions were reached. 

Since we can hope for no great in- 
crease in qualified membership and since 
local Controls have been established in 





NEWLY ELECTED OFFICERS 
OF THE INSTITUTE 
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Epwin E. McCoNNELL 
Norton Co., Worcester, Massachusetts 


Vice-Presidents 

WALTER L. EGGERT 

Moore Business Forms, Inc., Emery- 
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CHRISTIAN E. JARCHOW | 

International Harvester Co., Chicago | 
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Leeds & Northrup Co., Philadelphia 
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The Proctor & Gamble Co., Cincinnati 


Treasurer 
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Clark-Babbitt Industries, Inc., New York 
City 
Managing Director and Secretary- 
Controller 
ARTHUR R. TUCKER 


One East Forty-second Street, New York 
City 











all important centers of business actiy. 
ity, we may say that the organization 
building phase of The Institute has 
been completed, and here let us ac. 
knowledge our indebtedness to our 
Managing Director for a job well done. 

However, having built the organiza. 
tion, it must be skillfully used to its 
utmost potentiality. The Institute jis 
rightfully proud of its accomplishments 
to date, but we nevertheless, believe that 
its ultimate destiny lives far beyond the 
horizon. 

There is need for a broader, clearer 
and more concise statement of the ob. 
jectives of The Institute. 

There is need for a more clearly de. 
fined course of action to reach those 
objectives. 

There is need for the development 
of a complete concept of the function 
of controllership and of firmly im. 
planting that concept not only in the 
minds of controllers, but in’ the minds 
of everyone concerned with our econ- 
omy. 


RESEARCH NEEDED 


To satisfy these and other needs, re- 
search in the field of controllership is 
indicated. In this respect probably the 
most forward step taken by The Insti- 
tute during the past year was the forma- 
tion of the Controllership Foundation, 
Inc. We shall not dwell upon it now 
since the Foundation’s president, Mr. 
Daniel J. Hennessy, will discuss it 
later. We suggest that you give him 
your attentive and understanding ear. 

There is also need for study of the ac- 
tivities of local Controls, their financ- 
ing and integration with the activities 
of the national organization, and the 
organization of the national office. 

Such a study has been undertaken by 
a Committee appointed by authority of 
your Board of Directors and consists of 
Messrs. Lloyd D. MacDonald (Chair- 
man), John A. Donaldson, Stanley W. 
Duhig, Oscar N. Lindahl, and Kelly 
Y. Siddall. 

There are, without doubt, many other 
needs beyond the comprehension of 
anyone individual, but by collective ac- 
tion they will be resolved as year by 
year your Institute marches forward. 

In closing, we wish to express our 
deep appreciation for the whole-hearted 
cooperation throughout the year of 
Arthur Tucker and his staff, the chair- 
men and members of all national com- 
mittees, the officers of local Controls, 
and last but not least, the members of 
the National Board of Directors. 
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E. E. McConnell Is Chosen Institute President 











By Arthur R. Tucker 


In many ways the Fourteenth Annual 
Meeting of the Controllers Institute of 
America was what might be termed 
unusual as contrasted with annual 
meetings of recent years. It was found 
necessary by the committee in charge 
to make many changes in the plans for 
and program of the meeting, between 
the time when they were undertaken in 
the Spring, and the date of the meeting 
—September 24, 1945. The changes 
were necessitated by travel conditions, 
lack of railroad accommodations, and 
the inability of the hotels in Chicago to 
provide. sufficient meeting rooms, and 
sleeping rooms, to make it possible to 
conduct a meeting even on the scale 
which had been contemplated within 
the last month of the meeting date. 

It turned out to be a meeting of the 
members of The Institute without any 
program of addresses, papers and dis- 
cussions. Various announcements con- 
cerning the changes which were made 
from time to time were sent to Presi- 
dents of Controls and members of The 
Institute. 

Twenty-three of the 36 Controls of 
The Institute were represented. The 
tepresentation of the St. Louis Control 
was the largest, outside that of Chicago. 
Nine members of the St. Louis Control 
were present, Detroit had 5 members 
present, New York City, Cincinnati, 
and Pittsburgh Controls had 4 mem- 
bers each present, the Twin Cities Con- 





NEWLY ELECTED DIRECTORS 
OF THE INSTITUTE 
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Erie Railroad Company, Cleveland, Ohio 
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Edwin E. McConnell, President, 
Controllers Institute of America 


Mr. Edwin E. McConnell, newly elected 
president of the Controllers Institute of 
America, serves as controller of Norton Com- 
pany, Worcester, Massachusetts, manufac- 
turers of abrasive products and grinding ma- 
chinery. 

A native of Boston, Massachusetts, Mr. Mc- 


Connell has held his present position since 
January 18, 1941, having served as assistant 
controller of Norton Company from July 1, 
1935 until he became controller. 

During the past two years, Mr. McConnell 
has served as one of the two representatives 
of the Controllers Institute on the Advisory 
Committee on Government Questionnaires. 
He was elected to the National Board of Di- 
rectors of The Institute in September, 1944, 
for a three year term, and was also named a 
vice-president of The Institute at that time. 
A past president of the Boston control of The 
Institute, he has been a member of the Con- 
trollers Institute of America since Dec. 28, 
1936 and is holder of membership certificate 
number 817. 

Mr. McConnell is a certified public account- 
ant of the state of New Hampshire and the 
Commonwealth of Massachusetts and an as- 
sociate member of the American Institute of 
Accountants. He served with the accounting 
firm of Murphy, Lanier and Quinn and later 
as a partner in the firm of Smith, Davis and 
Co., both located in New York City. He is a 
member and treasurer of the Worcester Coun- 
try Club, a member of the Worcester Club and 
the Economic Club, and holds a degree of 
master of Business Administration from Bos- 
ton University as well as a degree of Bachelor 
of Commercial Science from Northeastern 
University of Boston, Mass. He is also a 
graduate of Bentley School of Economics and 
Finance of Boston. Mr. McConnell began his 
business career as a travel auditor with United 
Shoe Machinery Corp. of Boston, auditing 
subsidiary and foreign companies. He served 
in the United States Army during World War 
I with the rank of sergeant. 





trol 3, and Buffalo, Dallas, Rochester, 
Boston, Indianapolis, Syracuse, and 
Louisville Controls 2 apiece. Nine other 
Controls were represented by 1 mem- 
ber each; Cleveland, San Francisco, 


Philadelphia, Hartford, Bridgeport, 
Portland, Dayton, Chattanooga, and 
Springfield. 


The retiring President, Mr. E. W. 
Burbott, addressed the meeting briefly. 
His remarks appear in full on the op- 
posite page. Reports of the Treasurer, 
of the Auditors, of the Managing Di- 
rector, and of the Chairman of Com- 
mittees, were presented in detail. These 
have been printed in pamphlet form 
and have been mailed to members of 
The Institute. 

The report of the Committee on 
Nomination of Directors, of which Mr. 
Harry F. Jopp of the Dictaphone Cor- 
poration, Bridgeport, is Chairman, was 
presented. It included the renomina- 
tions of Messrs. Robert Meyer and Wil- 
liam F. Sigg as Auditors. The names of 
the newly elected Directors appear on 
this page. All are for terms of three 
years, except that of Mr. Thomas J. 
Tobin of the Erie Railroad Company, 
Cleveland, who was elected for a term 
of two years to complete the unexpired 





portion of the term of Mr. Marvin W. 
Kimbro, formerly of General Foods, 
Inc., who was compelled to retire, for 
reasons of health. The nominees were 
elected unanimously and the newly 
elected Directors were introduced. 

President Burbott read the names of 
the members of The Institute who had 
passed away during the year. They 
will appear in the Year Book of The 
Institute. 

President Daniel J. Hennessy of the 
Controllership Foundation, Inc., re- 
ported briefly to the members the prog- 
ress that has been made in setting up 
the Foundation and making it ready to 
undertake its work. 

The meeting of members adjourned 
shortly after 11 A.M. Several members 
expressed appreciation of the fact that 
because it was not necessary to limit 
the time of the meeting it had been 
possible to go more into detail with re- 
spect to The Institute’s activities and 
plans than at any previous annual meet- 
ing of The Institute, except possibly 
its first, which was conducted in Sep- 
tember, 1932. 

At noon the members present sat 
down to luncheon, which was pre- 


sided over by Mr. Kelly Y. Siddall, of 
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the Proctor and Gamble Company, Cin- 
cinnati, a Vice President of The In- 
stitute. Managing Director Arthur R. 
Tucker presented Mr. E. E. McCon- 
nell of the Norton Company, Worces- 
ter, Massachusetts, as the nominee for 
President of The Institute, whose name 
would go before the Board of Directors 
at a meeting in the afternoon, as the 
sole candidate for President. A list of 
the newly elected Officers of The Insti- 
tute appears on this page. 

Mr. McConnell responded briefly, ex- 
pressing appreciation of the honor paid 
him by the members of The Institute 
in selecting him as their candidate for 
President. The Committee on Nomina- 
tion of Officers was composed of Mr. 
Mr. John E. Hearst, Kresge Company 
of Detroit; Mr. Charles A. Packard, 
Worthington Pump and Machinery 
Corporation, Harrison, New Jersey; 
and Mr. William R. Little, The Even- 
ning Star Newspaper Company, Wash- 
ington, D. C. 

Brief addresses were made by several 
Vice Presidents of The Institute, and 
by members of the Board of Directors, 
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including several of the newly elected 
Directors. 

At a meeting of the Board of Direc- 
tors in the afternoon, the formal elec- 
tion of Officers took place, and an ex- 
tensive program of planning for the 
year ahead, and concerning current and 
ser ager activities of The Institute, 
took place. Chairmen of several com- 
mittees of The Institute discussed with 
the Board of Directors the plans of their 
committees for the year ahead. 

It was decided to discharge the Com- 
mittee on War Contract Termination 
Policies and Procedures, and the Com- 
mittee on Postwar Controllership Prob- 
lems. The Board in taking that action 
expressed its appreciation of the services 
of those committees and of their Chair- 
men, Messrs. Christian E. Jarchow, 
International Harvester Company, Chi- 
cago, and L. M. Nichols, General Elec- 
tric Supply Corporation, Bridgeport, 
Connecticut, respectively. 

President E. E. McConnell named Mr. 
Nichols as Chairman of a Committee on 
Surplus Property Disposal. He also ten- 
dered appointments to the Executive, and 


Budget and Finance Committees, as fol. 
lows: 

Executive Committee: Stanley W. 
Duhig, Chairman, Shell Union Ojj 
Corporation, New York City; Archer 
E. Church, Weekly Publications, Inc. 
Newsweek, New York City; Fred F. 
Hoyt, Carrier Corporation, Syracuse; 
Raymond P. Kaesshaefer, American 
Water Works and Electric Co., New 
York City; Charles B. Lunsford, The 
Equitable Life Assurance Society of the 
U. S. S. New York City. 

Budget and Finance Committee; 
Charles A. Packard, Chairman, Worth- 
ington Pump & Machinery Corp., Har. 
rison; George I. Brigden, St. Joseph 
Lead Company, New York City; Daniel 
H. Schultz, Leeds & Northrup Com. 
pany, Philadelphia. 

President McConnell also tendered ap- 
pointment to Mr. William J. Wardell, 
American Can Company, New York City, 
as Chairman of the Committee on Admis- 
sions. Additional appointments to that 
committee will be announced. 

Appointments to other committees of 
The Institute will be made promptly. 


Reconversion Tasks Outlined to 
Controllers bb OWMR Director 


The following statement from Mr. John 
W. Snyder, Director, Office of War Mo- 
bilization and Reconversion, was prepared 
for presentation to the membership of 
the Controllers Institute of America, at 
Chicago, September 24, 1945, on the oc- 
casion of The Institute's fourteenth an- 
nual meeting. 


I regret very much that the pressure 
of business makes it impossible for me 
to attend your meeting on the after- 
noon of September 24, which is devoted 
to your special problems of reconver- 
sion. 

The task that controllers shouldered 
at the beginning of the war in setting 
up the financial machinery for war pro- 
duction has been a constantly pressing 
one. For you, especially, there will be 
little lightening of the load in the 
transition months ahead, as you settle 
your contracts with the government 
and make the necessary financial ad- 
justments for converting your opera- 
tions to progressive peace-time plan- 
ning. 

You are key men in the reconversion 
process. You are confronted. with the 
fiscal aspects of closing contracts, mak- 
ing your just claims against the Gov- 
ernment and _ financing peace-time 
production. Just as you have been right- 
hand men to management and Govern- 
ment in reaching a production level 


greater than any other nation has ever 
achieved, you are now the right-hand 
men to management and Government 
in closing the books on war production 
and preparing for peace-time produc- 
tion. 

Slow settlement of war contracts 
would delay the reconversion process. 
You know the consequences: delay in 
much needed consumer production, un- 
employment and the deflationary pres- 
sutes it creates and loss of markets. 
Prompt action in filing claims and in 
seeking necessary financing for recon- 
version are essential first steps in the 
change-over to a peace-time economy 
and will -help in alleviating the in- 
escapable hardship to industry and busi- 
ness resulting from the transition. 

Prompt settlement requires definite 
action on the part of both business and 
government. I know that you are as 
eager to cooperate in this work as we 
are. Teamwork has been good. We have 
worked together and laid out plans in 
advance. The government cannot settle 
claims with its war contractors until 
you file the claims. Once you have taken 
this step, we have a firm duty toward 
you—to settle the claim as expeditiously 
as possible, to provide interim financing 
where needed. Clearance of plants is 
closely related to settlement of contracts 
and both actions, as you are aware, 
must be initiated by the contractor, and 


must be done by the Government within 
60 days after the request is made. The 
RFC engineers prior to VJ-Day made 
contact with almost every prime con- 
tractor using government-owned ma- 
chinery as an initial step toward accom- 
plishing this program. 

RFC is authorized not only to make 
loans against cancelled war contracts 
pending final settlement of claimsagainst 
the government, but will assist materi- 
ally in financing plant reconversion and 
the purchase of equipment and plant. 
Commitments may be made now for 
future loans so that industry may pro- 
ceed with plans for reconversion. Bank 
loans to industry are automatically 
guaranteed up to 75 per cent. with a 
ceiling of $250,000 for each loan, and 
RFC participates with banks in individ- 
ual loans of any amount to industry. 

Naturally, the job of contract set- 
tlement and its attendant problems has 
increased many times over since VJ- 
Day. During August 24 billion dollars 
in commitments were cancelled, and ad- 
ditional terminations will be made in 
the next few months. We have the task 
of closing out all contracts within 4 
year. That is a big job, but one that 
can be accomplished successfully and 
with little inconvenience to contrac 
tors provided the teamwork of the past 
is continued, as I know it will be. 

These are problems for the days im- 
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WHEREVER YOU GO 


~ BURROUGHS 
_ MACHINES 
ARE GIVING 
— SATISFACTION 





Illustration shows an accounting office of Higgins Industries, Inc., New 
Orleans, Lovisiana—one of thousands of government, armed service and 
war industry offices that have had need for great quantities of figuring, 
ting and statistical machines in carrying out their wartime assignments. 
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Wherever you go—in big business concerns or 
small retail stores—users of Burroughs machines 
are safisfied users. 


— Satisfied with Burroughs engineering . . . pre- 
cision manufacture . . . simplicity and versatility of 
design... construction for long, dependable service. 


— Satisfied with Burroughs range . . . machines 

for practically every figuring, accounting, statistical - 
and cash-handling task .. . machines designed for 
specific kinds of work... machines designed for 
flexibility and versatility of application. 


— Satisfied with Burroughs service . . . efficient 
maintenance ... prompiness in emergencies... 
dependability year in and yeor out. 


—Satisfied with Burroughs helpfulness . . . 
counsel in making applications that will work most 
efficiently . . . assistance in seeing that installations 
continue to function smoothly. 


BURROUGHS ADDING MACHINE COMPANY | 
DETROIT 32, MICHIGAN 
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mediately ahead. There are others which 
must be conquered before we bridge 
the gap between war and peace, and 
which Government and industry must 
tackle together. To help meet the im- 
mediate problems, the President in his 
message to the Congress when it re- 
convened this month, asked for limited 
tax reductions for the calendar year 
1946 to help speedy reconversion and 
the expansion of our peace-time econ- 
omy. He warned, however, that we must 
reconcile ourselves to the fact that 
room for tax reduction at this time is 
limited. After the passage of the transi- 
tional tax bill, consideration will be 
sought for modernization of the Federal 
tax structure. 

There is a passage from the Presi- 
dent’s message of September 6 which 
I should like to leave with you. It ex- 
presses the aims toward which we must 
strive. He said: 


“When we have reconverted our economy 
to a peace-time basis, we shall not be satisfied 
with merely our prewar economy. The Ameri- 
can people have set high goals for their own 
future. They have set these goals because they 
have seen how great can be the productive 
capacity of our County. 

“The levels of production and income 
reached during the war years have given our 
citizens an appreciation of what a full pro- 
duction peace-time economy can be. 

“They are not interested in boom prosperity 
—for that only too often leads to panic and 
depression. But they are interested in providing 
opportunity for work and for ultimate secur- 
ity.” 

With sincerest good wishes for the 
success of this, your fourteenth annual 
meeting, and in the transitional months 
ahead, 

JOHN W. SNYDER, 


Director of War Mobilization and 
Reconversion. 


Guaranteed Wage Study Launched 


A broad study of the possibility of a guar- 
anteed wage for millions of American workers 
plagued by periodic layoffs was launched by the 
War Mobilization and Reconversion Commit- 
tee. Murray Latimer, chairman of the Rail- 
road Retirement Board and former Harvard 
professor, and Arthur S. Meyer, New York 
State mediator, will conduct the study. Their 
appointments were announced at a news con- 
ference by Eric Johnston, head of the United 
States Chamber of Commerce and chairman of 
a subcommittee which will oversee the inquiiy. 

Mr. Meyer will consult with management, 
labor and other persons throughout the nation 
who have had some experience with a guar- 
anteed wage or who could contribute to a solu- 
tion of the issue. Latimer will conduct the 
research. 

Mr. Johnston, who said he had a three- 
month guaranteed wage plan for employes of 
his own Washington Brick & Lime Co. in 
Spokane, Seattle and Portland, pointed out that 
the issue of a guaranteed wage for any length 
of time—not just annually—would be em- 
braced. 

The study, which will take from six to 18 
months to complete, is the result of the .““Big 
Steel’ decision of the War Labor Board last 
Nov. 25. 

The board had referred the CIO Steelworkers’ 
demand for a guaranteed annual wage to the 
late President Roosevelt with the suggestion 
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Fifteenth Anniversary Meeting 


The next annual meeting of the 
Controllers Institute of America 
will be its fifteenth. During the 
Fourteenth Annual Meeting in 
Chicago, held September 24, 1945, 
it was stated that if conditions per- 
mit, plans will be made for suitable 
observance of the fifteenth anni- 
versary of the formation of The 
Institute. 

The location of the Fifteenth | 
Annual Meeting, and the form 
which the observance of the fif- 
teenth anniversary will take, will 
be determined in good season and 
plans initiated at an early date. | 











that a study be conducted for basic steel and 
other industries. ; 

The steel workers had sought a guarantee 

of 40 hours a week for 50 weeks after a three- 
month probationary period, with annual two 
weeks’ paid vacations after five years of serv- 
ice. 
The President then delegated the task to 
James F. Byrnes, then War Mobilization and 
Reconversion Director, who in turn appointed 
a subcommittee of his advisory committee to 
do the job. Johnston, with Phillip Murray, 
head of the CIO and the Steel Workers Union; 
Anna Rosenberg, New York labor advisor, and 
Albert Goss, of the National Grange, made up 
this committee. 

The actual study will be carried on by a 
staff to be assembled. by Latimer and Meyer. 

Mr. Johnston emphasized that ‘few are talk- 
ing seriously of a compulsory guaranteed wage” 
but that the entire study was based on the 
premise that everything about it was voluntary. 

Ted Silvey, chairman of the CIO’s Reconver- 
sion Committee, told the newsmen that the CIO 
was not anxious to have a guaranteed income 
legislated by Congress, but instead preferred to 
make it a matter of collective bargaining. 

Mr. Johnston said the study would have to 
determine what the effect would be on small 
businesses and new ventures if every employer 
were to be committed months in advance on 
his payroll. The effect on seasonal businesses, 
such as canneries, summer resorts, and fashion 
houses, were other questions to be considered, 
he said. 

He conceded that “probably there will be no 
one formula found to be satisfactory to all.” 

Mr. Johnston said he was confident that “if 
feasible methods are proposed that industry 
will be anxious where it can to keep operations 
on a steady basis.” 

“Industry can make more money by steady 
operation,”’ he added. 

The expanding economy on which a guar- 
anteed wage would depend can be anticipated 
in wider domestic and foreign markets after 
the war, Johnston said. 


* %* * 


Twenty-six states have laws which make 
it necessary for recipients of old-age assist- 
ance to “ante up” if it is discovered that 
they have had the means to support, or pat- 
gd support, themselves while receiving 
ai 


During the fiscal year 1943-44, the state of 
New York recovered $2,376,896; Wisconsin, 
$1,000,036; Iowa, $782,557, and Minnesota, 
$555,122, by placing a lien on the property 
of deceased pensioners who were discovered 
to have owned property while recipients of 
old-age assistance. 
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provides perfect control 





General Refractories Company, Philadelphia, has been amazed at the tremendous 
potentialities inherent in Remington Rand Punch-Card 
Accounting Methods for controlling business. 


@ Getting adequate facts upon which 
to base profitable decisions is a prob- 
lem confronting all divisions of busi- 
ness management. How one company 
gets these facts—quickly, accurately, 
completely—is related as follows: 

“General Refractories operates 
twenty-three plants and sixteen sales 
offices, with about two hundred dis- 
tributors selling over one hundred 
separate brands and products. 

“In March, 1940, we installed our 
first Remington Rand Punched-Card 
Equipment to meet the growing need 
for more rapid and elastic accounting 
and statistical work. One reason for the 
choice of Remington Rand equipment 
was its feature of punching the entire 
card in one operation, after permitting 
the operator to check and correct any 


« KWIK-FAX - 
Exclusive 
REMINGTON RAND 
INTERFILING 
REPRODUCING 
PUNCH 


duplicates, repeat-punches, selects, 
compares, transposes, sorts, and 
verifies cards at the rate of 6,000 to 
12,000 an hour, combining in one 
machine the functions of several. 


BUY BONDS—Complete the Victory! 





possible errors. With the cards punched 
correctly, we are assured of accuracy in 
all resulting tabulations and analyses. 

“We applied the punched-card 
method conservatively at first, confin- 
ing it to sales and cost analysis; later 
adding accounts receivable. 

“The punched-card method really 
proves its worth in sales analysis. 
Cards, one for each commodity in a 
shipment, show date, customer, loca- 
tion, industry, sales account, salesman 
or agent, district office, commod- 
ity, quantity, and amount. Also com- 
missions, freight, end-uses, priorities, 
and codes for accumulating facts for 
subsidiary companies. It is amazing 
what a wealth of statistical information 
can be brought out of cards so punched 
—information of untold value to the 


sales executive. Daily, monthly and 
annual reports give us complete con- 
trol of sales activities. 

“We have barely touched on the 
potentialities of punched-card meth- 
ods for cost, payroll and purchase work. 
We believe there are tremendous pos- 
sibilities for profitably expanding our 
punched-card program after the war, 
and we are glad to have had the oppor- 
tunity of testing the equipment thor- 
oughly under the peak conditions to 
which it has been subjected.” 

A more detailed presentation of 
the General Refractories operation is 
contained in Certified Report No. 4303; 
obtainable by writing to our nearest 
branch or to Remington Rand Inc., 
Tabulating Machines Div., Room 1756, 
315 Fourth Avenue, New York 10, N. Y. 


PUNCHED-CARD ACCOUNTING 


The HOLE 
the Symbol 


Write for: “The HOLE-STORY of Punched-Card Accounting” 
the book that tells a vital story to business. It's FREE! 
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Scanning the Controllership Scene 








Checking State Social Security Boards 

An interesting point has been raised by a member of the 
Controllers Institute of America, as to whether controllers 
generally are going to the trouble of checking on the ac- 
curacy of the debits and credits made by the State Social 
Security Boards to employers’ accounts. It is pointed out that 
it would not be a difficult matter to check the credits, which 
are the contributions made by employers. This controller 
asks: “Is the average controller checking the records of all 
the charges made covering benefits paid, to make sure that 
the individual to whom the payment was made is entitled to 
the benefits being paid, and charged to the employer’s ac- 
count?” This matter has been brought up in one or two 
small meetings of controllers, informal luncheons and the 
like, and so far no controller has been found who is check- 
ing the State Social Security Boards accounts with his par- 
ticular company. 


Not Question of Merit, But Test of Power 

At the time of this writing, the $25 a week for 26 weeks 
unemployment compensation bill was on the shelf in the 
Ways and Means Committee of the House of Representa- 
tives, but President Harry S. Truman had given notice that 
he was not going to give up easily on this measure. Indica- 
tions were that it was no longer a question of merit, but a 
test of power. Industry as usual is in the middle. 


Some Subjects Which Controllers Are Discussing 

Some subjects which have been discussed in recent meetings of 
controllers: ‘The Tax Adjustment Act of 1945”; 1944 Postwar 
Credit, one-half of which can be applied on the September 15, 1945 
payment and one-half on the December 15 payment; “The Effect of 
1944 renegotiation on Postwar Credits’; Form 1138, “Statement for 
Purpose of Extending Time for Payment of Taxes by Corporations 
Expecting Credit Back”; ‘Tax Refunds Amortization Plan Adjust- 
ments,” with respect to which the method of filing certificates is 
involved; “Certificates of Non-Necessity”; “Automotive Parts Pric- 
ing.” 


Reporting Compensation Which Is Not Subject to 
Withholding 


Revised requirements for filing annual information re- 
turns on Form 1099, showing certain types of employee 
compensation which are not subject to income tax with- 
holding, are being called to the attention of employers. 

Form 1099 is a standard form which has been used for 
many years by employers to report employees’ wages, by 
corporations to report dividend distributions, by banks and 
others to report interest and other kinds of payments. 

When the pay-as-you-go system was adopted, a With- 
holding Receipt (Form W-2) was substituted for Form 
1099 in the case of wages from which tax is withheld. How- 
ever, there usually is no tax withholding and hence no rec- 
ord on the Withholding Receipt when an employee receives 
reimbursement for travel and other expenses incurred on 
behalf of his employer, or when the employer pays life in- 
surance premiums for the employee in conjunction with a 
pension plan, ahd when the employer makes taxable pay- 
ments to an employee under pension or profit sharing plans, 





a communication from Joseph D. Nunan, Jr. Commissioner 
of Internal Revenue, points out. 

Such compensation, regardless of its amount, must be 
reported separately on Form 1099, provided the employee’s 
total compensation (including the wages shown on Form 
W-2 as well as all other compensation) is $500 or more for 
the year. If the total compensation is less than $500, the 
wages subject to withholding should be shown on Form 
W-2 but no Form 1099 report is required. 

For instance, suppose during 1945 an employer paid an 
employee $400 of wages from which he withheld income 
tax, and also $200 for travel expenses from. which he did 
not withhold income tax. He is required; in any case, to 
give Withholding Receipts both to the employee and to the 
local collector of internal revenue showing the $400 wages. 
Furthermore, since the employee’s total compensation 
($600) was more than $500, the employer must also file a 
Form 1099 return showing the $200 travel expense payment. 


Wages Too High in Relation to Prices 

The conclusion that wages are too high in relation to prices, is 
reached by Sumner H. Slichter, Harvard University’s well known econ- 
omist, in an article entitled “Adjustment of Wages during Conver- 
sion,” in the Autumn number of “Harvard Business Review.” He says: 
“The proper adjustment of wages at this time is of vital moment to the 
successful functioning of our peacetime economy—not merely to avoid 
the dangers of inflation or deflation, but particularly to facilitate high- 
level employment.” 

After three years of wartime controls, says Slichter, it cannot be as- 
sumed that “wages necessarily have the ‘right’ relationship to the prices 
of civilian goods—that is, that wages are neither above nor below the 
level which under peacetime conditions will permit reasonably full 
employment of the workforce at the present level of prices. . . . Quite 
naturally two views have developed: one that wages are too high 
relative to prices, and the other that they are too low.” 


Arbitration of Labor Disputes 


The American Arbitration Association has issued a bulletin 
to the effect that it believes arbitrations of labor disputes should 
be conducted as a voluntary process undertaken by the parties 
as an expression of their full freedom of action,” instead of by 
a Bureau of, Government with arbitrators selected by that Bu- 
reau. It has also issued a questionnaire designed to obtain the 
views of men who have served the association as arbitrators. 


Grave Issues in Unemployment Compensation 
Mr. Robert W. Leach, President, Unemployment Benefit Advisors, 
Inc., speaking before the District of Columbia Control, of the Con- 
trollers Institute of America, on “Unemployment Compensation in 
Reconversion—State or Federal,” said in part: 


“District employers, in common with all others who believe in 
our democratic form of: government, should realize the grave issues 
involved in the future of unemployment compensation. They have 
a responsibility, and an opportunity to render valuable aid in the 
struggle to keep present unemployment programs from being wi 
out and a uniform national system substituted for them. 

“If the federalizers ever win out in their efforts to take over un- 
employment compensation, it would be only a matter of time before 
state programs of workmen’s compensation would also be grabbed 


. off. 


“It is a certainty that new or additional social programs would 
be completely federal. The resulting centralization of power in the 
federal government would be a long step towards the goal of those 
who believe in a planned economy and a socialistic state.” 
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Produce them easily, quickly, inex- 
pensively, with Mimeograph Brand 
die-impressed Stencils 


Here’s a sound, sure method of handling one of the 
big paper-work problems of the moment. Ready 
to come to your desk right now, to tell you all 
about it, is our new booklet, ““Mimeograph Brand 
die-impressed Stencils for the Production of Plant 





Clearance Program Papers.” 

It describes the routine procedure involved in 
the Plant Clearance Program. It shows you, step 
by step, how you can simplify the production of 
the required papers with Mimeograph* duplication. 

Mimeograph die-impressed stencils are used to 
produce both the required forms and the descrip- 
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COPYRIGHT, A. B. DICK COMPANY wee 


tions of the machine tools to be sold or transferred. 

Rewriting of these descriptions is completely 
eliminated. Copy is permanent, black on white, and 
it’s produced easily, quickly and inexpensively. 

Mail the coupon below for your copy of this 
booklet. And if you haven’t already done so, re- 
quest too, our booklet, ““The ABC of Contract 
Termination.” It explains complete, practical 
methods for handling all the paper work involved 


... illustrates sample forms. 


A. B. Dick Company, Chicago 


Mimeograph duplicator 


*MIMEOGRAPH is the trade-mark of A. B. Dick Company, Chicago, registered in the U. S. Pat. Off. 


A. B. Dick Company, Dept. Q-1045, 720 W. Jackson Blvd., 
Chicago 6. 


Send me a free copy of the folder, ““Mimeograph Brand die- 
impressed Stencils for the Production of Plant Clearance 

Program Papers. 
Send me a free copy of the booklet, ““The ABC of Contract 
Termination.” 


” 
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Controllers Contributions to Reconversion 


Are Outlined by Jarchow 


Postwar problems and objectives of control- 
lership were analyzed by Mr. C. E. Jarchow, 
vice-president and comptroller of International 
Harvester Company, Chicago, before a meeting, 
late in 1944, of the Economic and Business 
Foundation. Mr. Jarchow, who is now a vice- 
president of the Controllers Institute of America 
and chairman of its Committee on War Con- 
tract Termination Policies and Procedures, 
pointed out that “the impact of reconversions 
and the adjustments to be made to a peace-time 
economy will affect all business to a greater or 
lesser degree, depending upon the company’s 
participation in war production and the difh- 
culties to be overcome in getting back to nor- 
mal civilian production. During this period, 
there will be many problems to be solved by 
management, and the controller as a part of 
management together with his assistants will be 
expected to contribute to their solution. 

“In this paper, it is not possible to cover all 
of these problems, even in a general way. 
However, some of the more important ones are 
as follows: 

‘1, After the end of the war, it is to be ex- 
pected that some of the governmental controls 
will be continued for a time. Price controls 
will, no doubt, be continued until some of the 
backlog of demand has been filled. To operate 
within these limitations, it will be important 
for management to effect such adjustments in 
business procedures as may be necessary. 

“2. The problem of re-employing returned 
service men must be solved not only intelli- 
gently, but with emphasis on the human factor. 
Many companies have already adopted excellent 
procedures for re-absorbing these men, by mak- 
ing a careful study of the record and experience 
of each service man, by offering him special 
training where necessary, and by placing him in 
the best possible job within his capabilities. 

“3. Following the conclusion of the war, 
there will be a period of boom prosperity in 
many lines of business. This boom will come 
about as a natural result of two factors: The 
pent-up demand for products of many kinds 
and the savings which have been pyramiding 
during the war years. Economic survival dur- 
ing this period should not be difficult for most 
concerns, but intelligence of management in 
such a period will largely determine how well 
the company will meet the test in the postwar 
period after the accumulated demand has been 
satisfied. It is during this second phase that 
we shall probably see a struggle for the sur- 
vival of free enterprise. It is then that Ameri- 
can industry will demonstrate whether or not 
the intelligence with which it has conducted 
its affairs during the reconversion and boom 
period, will enable it to continue in an atmos- 
phere of free enterprise. 

‘4. Many companies will be faced with im- 
portant capital requirements for plant expan- 
sion, for increased stocks of goods, for further 
extension of credit to customers, for the man- 
ufacture of new lines of products, etc. Before 
embarking on such a program, estimates should 
be made of the amount of capital required, of 
the additional employment made possible, of 
the increased earnings expected, and of the re- 
turn on the additional capital investment. There 
is also the question of how this capital is to be 
obtained—should it be from earnings plowed 
back into the business, from the issuance of 
additional capital stock, or from short or long- 
term borrowings? 

“5. The problem may arise of finding a new 
plant site. This requires an investigation to 
determine the availability of raw materials, the 
freight cost on such materials, the cost of 





power, fuel, water, and such, the comparative 
labor rates in the various areas; also, the deter- 
mination of the approximate center of distribu- 
tion for finished products and whether or not 
the establishment of a plant at the exact center 
of distribution involves penalties offsetting the 
advantages in outbound freight and other dis- 
tribution costs. Also, comparisons must be 
made.of real estate and personal property tax 
costs in various communities and consideration 
given to the availability of railroad, motor 
truck, and water transportation. Finally, this 
problem requires the determination of estimates 
of production costs, earnings, and approximate 
return on the investment in the new plant. 

“6. Related to the problem of a new plant 
site is the possibility of acquiring a surplus war 
plant from the government. Many questions are 
involved as, for example: Is the plant properly 
located? Is it suitable for the kind of manufac- 
ture to be undertaken? Will it require ‘much 
rehabilitation to adapt it to civilian manufac- 
ture? Will the advantages of such purchase— 
even at an ostensibly attractive price—be off- 
set by certain permanent operating disadvan- 
tages which will continue as long as the plant 
is in use? Such disadvantages may be lack of 
adequate supply of labor, high taxes, high cost 
of power, penalties in freight costs, and in dis- 
tribution costs, etc: Government-owned plants 
are not always located in the best economic 
areas (from the standpoint of markets, avail- 
ability of raw materials, etc.), but rather in 
strategic areas. For this reason, individual 
concerns might not be able to aperate these 
plants and attain costs comparable with com- 
petitors. 

7. For many years, there has been a great 
deal of discussion as to the desirability of not 
only maintaining high employment but of 
maintaining steady employment. It is generally 
agreed that irregular employment and high 
wage rates are less desirable to the economy 
than steady employment at moderate wage 
rates. It is a problem in which all companies 
should be interested. The controller should be 
in a position to estimate what added costs are 
involved and what savings may be accomplished 
through the adoption of a manufacturing pro- 
gram which will provide for more regular em- 
ployment through better scheduling and will 
minimize the effect of peaks and valleys. A 
definite saving can be made in unemployment 
taxes through the operation of the merit rating 
system (which is in effect in most states). 
Where employment can be stabilized the as- 
surance of steady earnings to employees with 
resultant sustained purchasing power will bring 
about important benefits in the general econ- 
omy. 

8. One of the functions of the controller is 
the preparation of financial data and other in- 
formation for submission to the stockholders. 
This is generally done through quarterly and 
annual reports. Such data should reflect ac- 
curately and as simply as possible the results 
of operations for the period so that the stock- 
holder may form some judgment as to the re- 
turn on his investment and the financial posi- 
tion of the company in which he is interested; 
the influence of economic trends; also, the part 
his company has played in the general economy 
as, for example, the extent to which it has pur- 
chased raw materials and other products from 
outside companies, the total employment it has 
made possible, the tax revenue it has provided 
to the federal and state- governments, and the 
like. Years ago, the average annual report to 
stockholders was a dry, technical document. 
More recently, the trend has been toward 
greater simplification, by the use of easily un- 





derstood terminology, and by presenting the re. 
port in such form that it can be readily and 
quickly understood and, above all, not misup. 
derstood. Notwithstanding this improvement 
in reporting to stockholders, there still remains 
something to be done by controllers and their 
associates in awakening greater reader interest. 

“9. Many companies will be interested jp 
opportunities in the foreign field, in imports 
exports, or in finance. This will require a study 
of the expansion in business which may be 
brought about by entering the foreign field, 
Estimates must also be made of earnings, in. 
creased investment required, increased hazards, 
etc. Nations are striving to become more com. 
pletely integrated; therefore a thorough study 
must also be made of the economic and politi: 
cal policies of the countries under considera- 
tion. ; 

“10. Management must keep in mind the 
possible effect which even a moderate inflation 
will have on the operating results of business 
and upon capital requirements. It is obvious 
that with inflation of values, more working 
capital will be required to carry on a given 
volume of business, and if any expansion is 
contemplated in- fixed properties, a substantial 
increase in new capital will be required to 
make such additions. A period of gradual in- 
flation will have the effect of enhancing earn- 
ings in that period and it will be difficult to 
differentiate between the real earnings based 
on the operating results of the business, and 
the increment in earnings resulting from the 
gradual inflation of the value of inventories 
and other assets. 

“11. American management generally agrees 
that the ideal objective for the country is an 
economic system in which it is possible to 
maintain a high level of employment, a high 
level of production, a low level of unit costs, 
and consequently a high standard of living. 
The problem is worthy of the most careful con- 
sideration by management, labor, and govern- 
ment. The attainment of these objectives is in 
many instances definitely linked with the estab- 
lishment of a sound price policy. In an en- 
deavor to maintain profits, management is 
sometimes inclined to strive for high prices 
with a wide margin of profit rather than the 
more desirable goal of low prices with a small 
margin of profit but on an increased volume of 
business. The latter course often results in a 
greater net profit. In the postwar period, there 
may be an inclination on the part of manage- 
ment to increase prices substantially because of 
known advances in costs during the war period. 
However, in increasing prices, management 
may be overlooking the fact that technological 
progress and economies resulting from maxi- 
mum production have offset in some part at 
least these higher costs. 

“It has been demonstrated in many lines of 
business that almost invariably when the price 
of an article is lowered, an increased market is 
developed. This increased market brings about 
lowered costs through the proration of fixed 
expenses against an increased volume. The 
lower cost on the increased volume oftentimes 
of itself justifies the action taken and frequently 
brings about greater net profits. 

“Lower prices may be brought about in a 
number of ways. One is by making heaving 
investments in modern facilities whereby lower 
production costs may be attained; another is 
by undertaking an active campaign for in- 
creased sales volume through more effective ad- 
vertising or greater sales effort. The equivalent 
of a lower price may be brought about by mak- 
ing engineering improvements in design or in 
the quality of product. If management will 
vigorously follow a policy of adopting tech- 
niques which will increase volume, reduce costs, 
and improve quality and if it passes these bene- 
fits on to the various interested groups, it will 
be making an important contribution to con- 











Monroe Accounting Machine 
209-685-191 


Operators Who Know 
Prefer the MONROE 


“T’ll take Monroe” is a common expression among operators 
everywhere once they have used a Monroe machine. They in- 
stantly appreciate the “Velvet Touch” of the keyboard, the 
speed and simplicity—the ease of operation that defies fatigue— 
the first-time accuracy—the unique appeal of fine design and 
construction. There are a dozen real reasons why “Operators 
Who Know Prefer the MONROE”. 

Monroe Listing Machines—like Monroe Accounting Machines 
—stem from the progressive-minded engineering skill respon- 
sible for the Monroe Adding-Calculator ... for thirty years 
the world’s standard Calculating Machine. 

Let our representative explain the Monroe Simplified Pay- 
roll Plan and the advantages of being Monroe-equipped for 
all of today’s vital figuring and accounting needs. Nation- 
wide systems service and maintenance through Monroe-owned 
branches assure peak efficiency at low upkeep cost. 


Monroe Calculating Machine Company, Inc., Orange, N. J. 
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For the first time in twenty-five years 
department heads of the Finchbuhl 
Corporation sat down to an amicable 
monthly meeting. All reports were in 
on time...in simple readable form... 
with all the pertinent facts . . . it was 
the Fifth of the month. 

Just three months previous to this 
momentous meeting, McBee had made 
a survey of the company’s management 
reports . . . discussed his particular 
problem with each department head... 
eliminated obsolete and unnecessary 
reports ... Keysort was introduced as 





Another Peace Conference 


the original media. . . Unit analysis 
played its part giving understandable, 
quickly usable, year to year and month 
to month comparisons. 

Indeed it was a peace conference 
and many similar ones will follow in 
the months ahead. 

McBee methods and procedures are 
custom designed to fit your needs, 
simple and easy to use. To get the 
benefit of McBee’s 40 years’ experience 
in collecting and presenting business 
facts faster, accurately, inexpensively 
... call any office—to-day! 


THE McBEE COMPANY 


SOLE MANUFACTURERS OF KEYSORT 
295 Madison Ave., New York 17, N. Y... Offices in principal citves 














tinued progress under the free enterprise SY5- 
tem. It is important, however, that consumers 
employees, and stockholders all share in the 
benefits resulting from such a policy, the con. 
sumers through price reductions or improved 
quality, the employees through higher wages 
and the stockholders or owners of the business 
through an increased return on their investment. 
“At the conclusion of the war, this country 
will have a large backlog of demands for ail 
kinds of products, it will have large accumy- 
lated savings by individuals, it will have an 
ample supply of most of the raw materials re. 
quired, including some new ones not hereto- 
fore available, it will have an enormous plant 
capacity and, finally, it will have a great many 
men and women well trained in mechanical and 
technical skills. With such tremendous poten- 
tials, this country can achieve a standard of liy- 
ing higher than ever thought possible, provided 
business is allowed to operate in an atmosphere 
of opportunity where the most efficient will re- 
ceive the greatest reward, where the profit in- 
centive is not strangled, and where govern- 
mental restrictions are kept to a minimum. In 
such an atmosphere, management and labor by 
intelligent cooperation can bring about a high 
level of employment and production. The con- 
troller as a part of management can be of mate- 
rial assistance in determining a sound course to 
follow toward the realization of this goal.” 


Trends in Pension Plans 


Surveyed by Bank 


The trend of employer thinking in corporate 
ngeg planning is disclosed in a survey issued 
y the Bankers Trust Co., New York, em- 
bracing 106 recently adopted plans covering 
a total of 232,319 employes and believed to 
embrace practically all plans of importance in- 
stituted since January 1, 1944. 

Prepared by the pension division of the bank 
and available in pamphlet form, the study dis- 
closes the following trends: 

1. Of the 106 plans, 55 were funded 
through pension trusts and 45 were insured. 

2. All employes were covered in 65 plans, 
salaried employes only in 17, employes earning 
over $3,000 in 7 and salaried employes earn- 
ing in excess of $3,000 in 17 plans. 

3. Non-contributory plans number 60, while 
7 réquire contributions on compensation above 
$3,000 a year. In contributory plans the rate 
for employes varies from 1.50 to 3 per cent. of 
salary up to $3,000 a year and from 1.20 to 
6 per cent. in excess of $3,000. 

4. No vesting privileges are contained in 
14 plans, while the balance have provisions re- 
lating to age, years of service or membership 
and conditions under which service is ter- 
minated. 

5. Employes covered by self-administered or 
trusteed plans number 153,956, while those 
covered by group annuity contracts or indi- 
vidual policies number 59,583. Four are a 
combination of trusteed and insured plans and 
two are not funded. 

The lowest average pension payable under 
the plans after thirty years of future service, 
expressed as a percentage of average annual 
compensation before retirement is 40 per cent. 
in the $1,200 bracket and about 30 per cent. 
for the $3,000 and up brackets. These per- 
centages include primary social security bene- 
fits which provide 32.5 per cent., 20.8 per 
cent., 12.5 per cent. and 4.2 per cent., respec: 
tively, in the $1,200, $3,000, $5,000 and $15,- 
000 average annual compensation before te- 
tirement brackets. The highest average total 
annual retirement compensation in these r¢- 
spective brackets is 77.5 per cent., 65.8 pet 
cent., 57.5 per cent. and 58.2 per cent. of av- 
erage annual pre-retirement salary. 

Age and number of years of service for 
elighbility vary widely among the 106 plans, 
some specifying no age or period of service, 
while age 30 is the most frequently stipulated. 
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She kissed her 
Payroll-Posting 
troubles 
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Do members of your staff wrestle vestment in equipment required. 
with the employee’s individual Todd Payroll Systems save time 
earnings record? Waste hours and money for employers whether 
posting fromoneform to another? they have 10 or 10,000 on the 
Work late making the figures bal- _ payroll. 

ance? Are payroll records behind 
when the Wage and Hour inspec- 
tor calls, prolonging his visits? 





CUSTOMERS’ COMMENTS: 
@ “Since your system was in- 


: Z : = stalled it takes us only half the 

ATodd Py vom Sy stem will cor time to do the payroll. We are 

rect this situation in short order. very pleased — ved aan 
: ‘ = and recommend it highly’ 

In most cases it cuts payroll post Gordon-Maid Skirt Co., Inc. 


ing time more than 50% because Jamaica Plain, Massachusetts 
one fast operation—instead of = “We find your system very 
h 1 ret le accurate and very simple to 
three—completes payroll sheet, operate. About 50% of time is 
individual earnings record and saved in preparing and posting 
5 our payroll as compared with 
employee’s check or statement. our old system. Moreover, your 


system also saves us a great deal 
. g of time in making out the quar- 
Governmental agencies demand is terly reports for Government 
Agencies.’ 

eae - Standard Textile Company 
of the original postings. No Memphis, Tennessee 


trained operators—no heavy in- 


And every payroll fact which 7 


available at once as a by-product 











The coupon below will bring you more 
details. Mail it today. 


THE TODD CO., INC., Rochester 3, N.Y. 


Please give me the facts about Todd Payroll 
Systems that speed quarterly reports, cut 
payroll posting time, increase accuracy and 
meet all State and Federal regulations. 
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| Positions Open 








Controller Wanted 


Man, not over 40, with both public account. 
ing and general business experience for large 
nationally known manufacturer with main 
office in New York. Give full details in first 
letter, Salary $10,000 to $12,000 to man who 
has already earned at least that much. Address 
“The Controller,” Box No. 533, 1 East Forty. 
Second Street, New York, 17, New York. 


Controller 


Controller, standard cost experience, excel- 
lent company. Age 35 to 40. Salary $10,000 to 
$12,000. Address “The Controller,” Box No. 
534, One East Forty-Second Street, New York 
17, New York. 





Position Wanted 


j 











Wanted position in Controller's office or 
accounting department. Now employed as head 
of accounting department and office manager 
of a midwestern manufacturing company. Nine 
years with present company. Age, 33, married, 
two children. Salary open. Will move to any 
part of country. For complete information, 
address: Box 535, ‘““The Controller,’ One East 
Forty-Second Street, New York 17, New York. 


Relief from Involved SEC Statements 
Asked by Corporation Heads 


Officials and directors of corporations, appre- 
hensive lest the omission of some minor de- 
tail in preparing prospectuses or registration 
statements will subject them to heavy penalties 
under regulations of the Securities and Ex- 
change Commission, are forced into tedious, 
costly and overlong presentation, the National 
Industrial Conference Board reported recently. 
It reported that a canvass of industrial and util- 
ities executives showed they considered SEC 
procedures basically sound but contended that 
reports could and should be simplified. 

Executives generally, the report said, felt 
that too much information was required and 
that often the information required was of such 
a character that publicity in regard to it would 
damage the corporation. 

Disclosure of salaries of officers and directors 
was deemed “undesirable,” and the costs of 
compliance were held to be excessive. Directors 
and officers were of the opinion that exces- 
sive liability was imposed upon them and that 
the SEC “attempts unreasonably to regulate cor- 
porate business.” ; 

Many executives, stated The New York 
Times, said prospective investors did not need 
and did not read much of the voluminous state- 
ments, descriptions, exhibits, forms and amend- 
ments. The prospectus, they argued, was pti- 
marily a selling document and would be more 
effective in shorter form. 

The fear was expressed that disclosures 
might harm both stockholders and the corpora- 
tion seeking funds because they might force a 
company “to disclose to competition gaps OF 
omissions in its domestic patent structure.” It 
was pointed out that in a case where new 
money was to be used to acquire a going busi- 
ness, public disclosure of all the details might 
well upset the entire transaction. 

* * 

“Forbes” magazine, in the fifteenth of 4 
series of annual studies, determined that total 
stockholders of 200 of the country’s leading 
corporations fell slightly in 1944, compared 
with 1943. The drop was .5 per cent. The 200 
companies surveyed had 9,821,103 stockhold- 
ers in 1944. 
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eA) nnouncing the 


FOURTH ANNUAL INSTITUTE 


ON FEDERAL TAXATION 
November 7-20, 1945 


The fourth year of New York University’s unique work-study session attended by over 600 
tax practitioners, attorneys and accountants from every section of the country. For advanced 
students only. Chairman: J. K. LASSER, C.P.A. 


Lecture-discussion subjects, fully outlined in printed announcement, are grouped as follows: 


ESTATE PLANNING, GIFT and ESTATE TAX PROBLEMS’ Nov. 7-8 
PRACTICE, PROCEDURE and SIMILAR PROBLEMS’ Nov. 9-10-11 
INCOME TAX SUBJECTS Nov. 12 through 16 
EXCESS-PROFITS TAX SUBJECTS Nov. 16 through 20 


Lecturers in 1945 Session include: 


Joun P. ALLIson, Atty.; MARTIN ATLAS, Economist, Washington, D. C.; ROBERT ASH, Atty., 
Washington, D. C.; MAurRIcE AUSTIN, C.P.A. and Atty.; MICHAEL D. BACHRACH, C.P.A., 
Pittsburgh, Pa.; HuGH M. BENNETT, Atty., Columbus, Ohio; GEORGE R. BLODGETT, Atty., 
Boston, Mass.; GEORGE D. BRABSON, Atty., Findlay, Ohio; EDMOND N. CAHN, Atty.; MITCHELL 
B. CARROLL, Atty.; LAURENCE F. Casgy, Atty.; CLARENCE CASTIMORE, Atty.; Davip B. 
CHASE, Atty.; GEORGE E. CLEARY, Atty.; EDWIN S. COHEN, Atty.; JOHN CONLEy, Atty., 
Milwaukee, Wis.; WALTER A. COOPER, C.P.A.; GEORGE CRAVEN, Atty.; NORRIS DARRELL, 
Atty.; ADRIAN W. DEWI1nD, Atty., Washington, D. C.; LEo A. Diamonp, Atty.; Lours EIsEN- 
STEIN, Atty., Washington, D. C.; Dr. PAuL W. ELLiIs; PETER Guy Evans, C.P.A. and Atty.; 
EwING EVERETT, Atty.; VICTOR E. FERRALL, Atty.; SAMUEL J. FOOSANER, Atty., Newark, 
N. J.; WILBUR H. FRIEDMAN, Atty.; KENNETH W. GEMMILL, Atty., Philadelphia, Pa.; ALAN L. 
GoRNICK, Atty.; BENJAMIN GRUND, C.P.A. and Atty.; ABRAHAM S. GUTERMAN, Atty.; SYDNEY 
A. GUTKIN, Atty., Newark, N. J.; ALEX M. HampBure, Atty.; BENJAMIN HARRow, C.P.A. and 
Atty.; JEROME R. HELLERSTEIN, Atty.; RAYMOND W. HILGEDAG, Atty., Indianapolis, Ind.; 
LEo H. HoFFrMan, Atty.; ROBERT S. HoLZMAN; J. K. LASSER, C.P.A.; MARVIN Lyons, Atty.; 
V. H. MALONEY, C.P.A. and Atty.; H. KENNETH MARKS, C.P.A.; LEO MATTERSDORF, C.P.A,; 
M. E. McDowELL, Atty.; CHARLES MEYER, C.P.A. and Atty.; MERLE H. MILLER, Atty., 
Indianapolis, Ind.; ROBERT N. MILLER, Atty., Washington, D. C.; Compr. LESLIE MILLs, 
C.P.A., Washington, D. C.; RoBERT L. MITCHELL; JAMES A. O’CALLAGHAN, Atty., Chicago, 
Ill; DAvip OPPENHEIM, Atty.; CARBERY O’SHEA, Atty.; ALLIN H. PIERCE, Atty., Chicago, Ill; 
EDWARD N. POLISHER, Atty., Philadelphia, Pa.; ROGER K. POWELL, Atty., Columbus, Ohio; 
JACOB RABKIN, Atty.; CLAUDE S. RICHARDSON, King’s Counsel, Montreal, Canada; MARK E. 
RICHARDSON, C.P.A.; MAX ROLNIK, C.P.A.; N. F. Ross, C.P.A.; HARRY J. Rupick, Atty.; 
IsIDOR SACK, C.P.A. and Atty.; PAUL D. SEGHERs, C.P.A.; F. E. SEIDMAN, C.P.A., Grand 
Rapids, Mich.; Compr. J. S. SEIDMAN, C.P.A., Washington. D. C.; Howarp A. SEITz, Atty.; 
I. HERMAN SHER, Atty.; SAMUEL J. SHERMAN, C.P.A. and Atty.; HARRY SILVERSON, Atty.; 
PAUL EDGAR SWARTZ, Atty.; THomas N. Tar.eEau, Atty.; Troy G. THurston, C.P.A,, 
Indianapolis, Ind.; CLARENCE L. TURNER, C.P.A., Philadelphia, Pa.; CHARLES W. TYE, Atty., 
Baltimore, Md.; WESTON VERNON, JR., Atty.; ROBERT W. WALES, Atty., Washington, D. C.; 
GERALD L. WALLACE, Atty.; J. P. WILLIAMS; RENE A. WoRMSER, Atty.; PHILIP ZIMET, Atty. 


For Announcement CO which gives full information concerning program, hours, fees, etc., address: 


DIVISION OF GENERAL EDUCATION 


NEW YORK UNIVERSITY 


Main Building Room 211 
100 Washington Square New York 3, New York 
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Woon sre 
‘Bub’ should use 


the Pxcuting CALCULATOR 


With a Printing Calculator, ‘Bub’ could easily 
have figured the underpass right! 


As the tape shows, the Printing Calculator 
simultaneously works, prints and proves your 
problems to prevent errors and save time. 


The Printing Calculator replaces two 
ordinary machines: the adding ma- 
chine that cannot calculate, and the 
calculator that cannot print. 





It’s the only machine that prints as it divides 
automatically, multiplies, adds and subtracts. 


In every type of business, men say it is ideal 
for billing, payrolls, percentages, statistics, 
and all other figuring work. 


They say the Printing Calculator cuts 
their costs and saves time. Cut your 
costs, save your time! 


ib. Phone the nearest Remington 


Rand office now, or write to 
us at New York 10, N. Y., 
for the free booklet ‘““TOPS”. 








OBITUARIES 








VICTOR J. OLEARO 


Victor J. Olearo, assistant to the executive 
vice president of the American Type Founders, 
Inc. of Elizabeth, died on September 18, 1945 
at his home in Westfield, New Jersey, after a 
brief illness. A member of the Controllers In- 
stitute of America, Mr. Olearo had formerly 
served as controller of his company. 

Besides his parents, Mr. and Mrs. Vincent 
Olearo, he leaves a widow, Mary Anderson 
Olearo, a son, Victor J. Olearo Jr., a petty offi- 
cer in the Navy; a daughter, Miss Faith Olearo 
of Westfield and a sister, Mrs. Edward Lolla 
of Englewood. 


JOHN WOHNSIEDLER 


John Wohnsiedler, vice-president of the 
Union Bag and Paper Corporation of New 
York, died on September 15 at his summer 
home in Amityville, Long Island. A member of 
the Controllers Institute of America since Jan, 
29, 1940, Mr. Wohnsiedler is survived by his 
wife, Mrs. Edna May Wohnsiedler, two daugh- 
ters, Mrs. Mildred W. Tyler and Mrs. Edna 
May Clemens; two brothers, Jacob and Robert 
Wohnsiedler, and two sisters, Mrs. Emma Lyons 
and Mrs. Madeline Mallon. 


SAMUEL L. WHITESTONE 


Samuel L. Whitestone, who had served as 
comptroller of General Electric Company, 
Schenectady, N. Y. from 1920 until the time of 
his retirement on January 1, 1936, died on 
June 30, 1945, at the age of 77 years, after an 
extended illness. Mr. Whitestone had been con- 
tinuously employed by the General Electric 
Company from 1899 until his retirement. He 
was elected to membership in the Controllers In- 
stitute of America in October, 1935, being 
holder of membership certificate 560 of The In- 
stitute. 

Mr. Whitestone was instrumental, in fact 
he was the moving spirit, in organizing a 
group of executives, including controllers and 
finance officers, of approximately twenty of 
the country’s largest companies in the late 
twenties. That group has continued as an 
informal organization without officers, hold- 
ing meetings approximately four or five times 
a year. The group includes several members 
of The Institute. 

Mr. Whitestone was elected a member of 
the national Board of Directors of the Con- 
trollers Institute of America in September, 
1936, and served a three year term as a Di- 
rector, and later as a member of the Advisory 
Council for a term of four years. He was 
deeply interested in the activities of the Con- 
trollers Institute of America. 








WAR CONTRACTORS 
Renegotiation & Terminations 


By Competent Business Consultants—Experi- 
enced in Renegotiation and Termination Pro- 
ceedings While in Government Service. 


FAIR, FAST AND FINAL SETTLEMENTS 


This Will Relieve You of All Burden of Prep- 
aration Necessary for Satisfactory Conclusion. 


H. M. VANDERVOORT 
ASSOCIATES 


Raymond Commerce Building, Newark 2, N. J. 
Phone Market 2-0656 
Out-of-Town Inquiries Invited 
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with all the advantages of 
ring binding . . . plus new economy 
and new features. 


Here is a new type of loose leaf binding with closely 
spaced rings for extra protection against sheets tearing 
out. It is strong, but light in weight . . . opens, closes, and 
handles easily . . . grips and holds sheets of all kinds 
securely. Great for today’s thin paper! 


The applications of “NUMER-RING” in days to come 
will be many and varied . . . catalogs, price lists, data 
books, manuals, visible, ringbooks, pay-roll books, and 
a host of others. Meanwhile it is becoming available in 
stock covers and can be “tailor-made” in an assortment 
of styles and materials to meet your specifications. 





ASK YOUR STATIONER 





























== 





Staggered rings make sheets Closely spaced rings for extra Neat in appearance — light in Ring arrangement allows sheets 
turn without friction and sim- protection against sheets tear- weight. Price comparable to to be assembled with visible 
plify insertions. Equipped with ing out. Contents lie flat when least expensive loose leaf margins. Light gauge rings with 














an easy-opening device. binder is open. mechanisms. accurately matched joints. 


NATIONAL BLANK BOOK COMPANY 
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CHICAGO BOSTON meee FRANCISCO 

















13—PERIOD ACCOUNTING 








(Continued from page 510) 





enough to compute power charge. Tele- 
phone exchange service is billed monthly. 
This charge is set up on a period basis. 
However, because telephone tolls and 
telegrams, too, are such a cost factor, 
we have persuaded both Western Union 
and Southern Bell to render these bills 
weekly. 

Our payrolls have been on a weekly 
basis, as most of our fourteen union 
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contracts specify that payment be made 
weekly. We ran into some difficulty on 
payroll reporting, as the Kentucky Un- 
employment Act provides that wage 
credits to employees shall be made for 
each calendar quarter, and it has been 
necessary that we compile wages-earned 
records for each calendar month, so 
that quarterly reports for unemploy- 
ment compensation and Old Age Bene- 
fits can be made. War bonds are pur- 
chased and written at the end of each 
calendar month. 

We are members of the Audit Bureau 





Where Business Men Meet 


Among men well versed in business methods and systems—Account- 


ants, Comptrollers, Treasurers, Purchasing Agents—THE ADDRESS- 
ING MACHINE & EQUIPMENT COMPANY is known as one of 


America’s leading reconditioners of office machines. You will find in 


our showroom, office machines of almost every make and model . . . 


reconditioned by factory-trained mechanics to look and operate like 


new. You can now buy rebuilt or reconditioned office machines . . . 


for delivery 30 days after receipt of your order. Each machine is guar- 


anteed and serviced FREE for one year. 


ADDRESSING MACHINE & EQUIPMENT CO. 


326 BROADWAY, NEW YORK 7, N.Y. + WOrth 2-5337 











of Circulation, an organization which 
examines and audits our paid circula. 
tion and certifies the total for advertis. 
ers’ use. It has been necessary that we 
carry calendar month records on circu- 
lation as well as on a period basis. We 
had the same problem with advertising 
contracts. Linage records are compiled 
on a period and calendar month basis as 
many of our contracts specify either 
money total or linage total on a monthly 
or annual basis. 

These facts represent most of the 
problems with which we had to deal, 
Through using International Business 
Machines punch card accounting, much 
of the work has been simplified for 
many journals are now set up and te- 
produced from a master deck each pe- 
riod. All income is mechanically ana- 
lyzed and distributed to proper general 
ledger revenue accounts. Payables, bill- 
ings, payrolls and all other accounting 
are handled on these machines. 

You have no doubt wondered what 
happens to the 365th day of each year 
and to the extra day in leap year. Every 
six years the extra days total a week 
and are added to the last period of the 
year, giving us five weeks in that period 
instead of the usual four. This occurs 
once in seventy-eight periods so that 
comparisons are not affected materially. 
For tax purposes our year consists of 
364 days and the Internal Revenue De- 
partment accepts returns on that basis, 
though no official permission can be 
given. 

The extra work this method of ac- 
counting entails is very small and is 
more than offset by permitting a clos- 
ing routine pattern that applies exactly 
to each period. 

We feel that the results and compari- 
sons obtained in 13-period accounting 
provide management with the necessary 
controls for intelligent and efficient 
planning of our operation. 


A Future of Hope 


Once the war is over it is perfectly possible 
for a courageous Congress to begin promptly 
to cut taxes. Despite what any government 
official says to the contrary, under a decent 
business administration, the individual income 
tax can be reduced by fifty per cent.—corporate 
taxes can be cut in half. The tax laws can | 
made far more simple. The load can be dis- 
tributed much more equitably. The laws can 
be administered much more fairly, with the 
final result that the job-producing machinery 
of our economic system will be tremendously 
stimulated. But taxes won’t be reduced unless 
taxpayers get mad and demand it. Given this 
kind of militancy in attacking the cancerous 
growth of government spending, I can see a 
future of hope for the American taxpayer. 
Without a revival of that kind of independ- 
ence, the future is difficult indeed. 

We still have the choice as to the road 
which we, as a nation, can take. It is up to you 
to decide which way it will be. 

—John W. Hanes, Chairman, 
Citizens National Committee. 
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Daily Control through a Daily Report from Washington 


— 


\ 


\ Zana 4 


More than ever, you 
must watch Washington 









B N A is the only company 
of its kind wholly in Washing- 
ton, not just a branch here. 
Contacts with all government 
agencies have been developed 
for many years. BN A gives 
you the whole story—first! 


Daily Reports, Air Mail, 
Special Delivery: 


Daily Report for Executives 
—Daily Report on Price and 
Reconversion Control—Daily 
Report on Labor Management 
Problems, Wage and Salary 
Regulations—Daily Oil Re- 
port—Daily Report on Agri- 
cultural Commodities. 


Weekly Reports: 


The United States Law Week 
—The United States Patents 
Quarterly — Wage and Hour 
Reporter — Labor Relations 
Reporter—Labor Supervision 
—tLabor Dispute Settlements 
—The Employment Reporter 
—Collective Bargaining Ne- 
gotiations and Contracts. 


On your desk each morning — all 
developments affecting your operations 


The Tax Court of the United States hands down a decision affecting 
corporations—does this change your fiscal policies? The government 
approves peacetime wage adjustments in specific cases—the cost of 
your labor is involved. All federal moves like these can be caught in 
a few minutes each day by checking the Index-Digest and Summary- 
Analysis of 


The Daily Report for Executives—the 
Controller’s Guide to National Action 


You get all the facts you must have for strategic control—on taxation, 
reconversion, renegotiation, termination, wage and salary rulings, prices 
—everything of import to controllers. Only an organization like BNA, 
with a large staff of specialists constantly contacting all government 
information sources, can keep you posted like this. Many leading cor- 
porations would not operate without this constant aid to business con- 
trol. Find out what it can mean to you. 


Ask for Details of our Trial Plan 


BNA—A private company established in 1932 siapplying 
unbiased, factual reports on all national developments 
affecting business executives, labor leaders and attorneys— 
straight from Washington. 


The Bureau of National Affairs, Inc. 
1247 24th St, N.W. WASHINGTON 7, D.C. 
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| Reviews of Recent Publications 





Important Case History 


EFFECT OF FEDERAL TAXES ON GROW- 
ING ENTERPRISES. By J. Keith Butters 
and John Lintner, Division of Research, 
Graduate School of Business Administra- 
tion. Published by Harvard University, 
Soldiers Field, Boston 63, Mass. 50 cents. 


This study, the third in the series—and 
there are more to follow—places primary em- 
phasis on the problems and experiences, en- 
countered in starting a new enterprise. This 
is in contrast to the two earlier reports, based 
on studies of Lockheed Aircraft Corporation 
and the Polaroid Corporation, which stressed 
the possible effect of anticipated high postwar 
federal taxes on the formation and growth 
of new enterprises in the postwar period. The 
factual material for the study was obtained 
from public reports as well as from the par- 
ties engaged in this venture. The latter gave 
their opinions and reactions regarding the 
venture’s and their own problems. 

The three stages in the development of 
Lithomat, and the effect of federal taxes 
thereon, is commendably presented. The first 
stage covers the origination and early de- 
velopment of the new process; the amount 
available for investment in the venture was 
reduced by high personal income taxes. 

During the second stage when commercial 
production and sales began and outside 
capital became interested; due to the dis- 
parity between the high personal surtax rates 
and the flat capital gains tax, the availability 
of investment funds was increased. 

The third stage started with profitable 


operations during the fiscal year ended June 
30, 1944—profit of $708,000 before taxes, 
$206,000 after taxes, on sales of $1,600,000. 

The authors show potential effects of the 
high income taxes, both corporate and per- 
sonal. They find that high corporate taxes 
are much more likely to retard Lithomat’s 
postwar expansion than do high personal in- 
come taxes. The experience of Lithomat sup- 
ports the view that corporate taxes exert a 
more powerful repressive effect on the forma- 
tion and growth of the new enterprises than 
do personal income taxes as long as the 
current favorable treatment accorded long- 
term capital gains is continued. 

The authors also state some of the fi- 
nancial problems faced by Lithomat. For 
example, they point out the difficulties en- 
countered by-the company in filing its capital 
stock tax returns. With ‘its fiscal year ending 
on June 30, the company has to “guessti- 
mate’’ its income eleven months in advance. 
In 1943, a capital stock tax of $12,500 was 
figured on a valuation of $10,000,000. Be- 
cause of its extremely stringent cash posi- 
tion the company could not make full pay- 
ment with the filing of the return. 

The authors expect to formulate a defini- 
tive tax policy as they go on with the series. 
However, they still refuse, and wisely so, 
to commit themselves to tax changes or 
recommendations on the basis of their studies 
to date. The Lithomat study, together with 
its forerunners, is very worthwhile; it merits 
careful study by those interested in tax con- 
sequences or in starting a new business. 

Reviewed by Peter Guy Evans 


A Stimulating Handbook 


BUSINESS EXECUTIVE'S GUIDE. By J. K. 
Lasser. Published by McGraw-Hill Book Com. 
pany, New York. $3.00. 


The indefatigable J. K. Lasser is again repre. 
sented by a new book, this time a check list 
on problems of organization, finance, taxes and 
management, which should find its place within 
easy reach of any business executive's desk, 

Mr. Lasser is the well known certified public 
accountant who annually produces best seller 
pamphlets on personal and corporate income 
tax returns and who has more recently devel. 
oped a contract termination guide as well as a 
formidably sized handbook of accounting meth. 
ods, during the past year. 

His newest opus contains some two hundred 
forty pages and is quite unique in its way, for 
in a series of forty-three chapters, he lists de. 
tails of various business operations that should 
not be overlooked. The author admits at the 
start that his volume cannot be all inclusive 
but he should be commended for the wide 
variety of subjects he tackles. They include 
point by point tips on cutting printing costs, 
checking insurance, collection methods, busi- 
ness reorganization, corporate legal and tax 
problems, relative advantages of the partner- 
ship and corporate form, financial statement 
analysis, control of salesmen expenses, record 
keeping, employee and public relations, office 
lay-out and office equipment, postage and filing 
costs, credit extension and many other kindred 
problems which come to the fore in the course 
of any week of business activity. 

Altogether, this can be a stimulating and 
comforting handbook. It should find its way 
into the ranks of best sellers among business 
books. 

Reviewed by PAuL HAASE 
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POST-WAR PLANNING 


Any post-war planning requires a great deal of statistical 


Whether this takes the form of studies of sales experience 
by markets, products, and classes of customers, or compilation 
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Positions Wanted 











Controller, Internal Auditor, Treasurer 

Twenty years experience in industrial ac- 
counting, taxes, insurance, auditing and sys- 
tematizing. Desire position as controller, in- 
ternal auditor or treasurer. Married, age 43, 
College trained, Box Number 507, “The Coa- 
troller,” One East Forty-second Street, New 
York 17, New York. 


Assistant to the Controller-Treasurer-Tax 
Executive 


Certified Public Accountant, 39, excellent 
experience and record, seeks career position 
with progressive company which desires 
more effective control over accounting and 
fnancial operations. Thoroughly experienced 
in finance, modern arrangement systems, 
budgetary and expense controls, accounting 
and taxes. Develop Budgetary controls for 
management use in postwar period, reducing 
operating costs, save taxes, increase profits. 
Available January 1st. 

Box Number 524, “The Controller,” 1 East 
42nd Street, New York 17, N. Y. 


Executive Accountant 


Executive Accountant-Accounting, costs, 
credits, taxes, renegotiations, contract termi- 
nations, and the like, presently connected with 
large manufacturing concern. Salary com- 
mensurate with responsibilities. Preference, 
Metropolitan area. Address Box Number 525, 
‘The Controller,” One East Forty-Second 
Street, New York 17, N. Y. 


Controller, Treasurer or Assistant to Senior 
Executive 


Twenty years of sound diversified experi- 
ence in finance, accounting, management. In- 
stalled budget, cost and general accounting 
systems. Knowledge of standard costs, taxes. 
Economic minded. Proven administrative 
ability. Desire heavy responsibilities. Age 
41. Address Box Number 526, “The Con- 
troller,’ One East Forty-Second Street, New 
York 17, New York. 


Comptroller—Executive Accountant 


Institute member desires permanent, re- 
sponsible position as’ Comptroller-Executive 
Accountant. Twenty-five years experience in 
public accounting, comptrollership and Gov- 
ernment accounting. Presently in charge of 
termination accounting with a large unit of 
one of the technical services. Several thou- 
sand terminations employ!ng approximately 
sixty accountants. No formula settlements to 
date. Available around January 1, 1946. Age 
46. Location, Middle West. Salary mini- 
mum, $9000. Address Box Number 527, “The 
Controller,” 1 East 42nd Street, New York 17, 
New York. 


Statistician—Executive 
_ Statistician desires opportunity with concern 
in New York area having postwar potentiali- 
ties. Fully qualified to organize or direct ac- 
tivities of statistical department, to handle 
specialized personnel work, or to function as 
administrative assistant to corporation official, 
to interpret reports and data for top manage- 
ment, and to make surveys when required. Well 
trained in modern management methods, with 
background of 12 years experience in person- 
nel work, and as statistician of one of the fore- 
Most utilities. Now special assistant to op- 
erating vice-president of a large company. Age 
43, Yale graduate, with B.S. degree in Me- 
chanical Engineering. Address Box Number 
528, “The Controller,’ One East Forty-Second 
Street. New York 17, New York. 
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Controller—Assistant Controller 
Assistant Controller of medium sized firm 
desires position with more responsibility. Ad- 
dress Box No. 529, “The Controller,” One 
East Forty-Second Street, New York 17, New 
York. 


Controller—Accountant 


15 years public accounting and 10 years 
commercial experience, at present with export 
concern, desires position with reputable, pro- 
gressive company. Salary $8,000. Address Box 
No. 530, “The Controller,” One East Forty- 
second Street, New York 17, New York. 


Statistician, Assistant Treasurer, 
Administrative Assistant 
Army Captain available for executive posi- 
tion. Accustomed to responsibility and aggres- 
sive action. Experience includes knowledge of 
management, budgeting, economics, statistics, 
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training (TWI Program), college teaching, se- 
curities, and finance. MBA Columbia Univer- 
sity, Graduate School of Business Administra- 
tion. Age 28. Address Box Number 531, “The 
Controller,” One East Forty-Second Street, 
New York 17, New York. 


Treasurer or Controller 

Twelve years expert financial research—ad- 
visory experience with a leading Wall Street 
investment firm, also twelve years of corpora- 
tion and public accounting. Well trained and 
experienced in four major fields: accounting, 
finance, economics, statistics. Excellent ref- 
erences. Salary moderate. Address Box Num- 
ber 532, “The Controller,” One East Forty- 
Second Street, New York 17, New York. 


* * K 


“Loaning money is a poor road to interna- 
tional friendship’’—Former President Herbert 
Hoover. 
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MONTGOMERY'S 
Federal Taxes on ESTATES, TRUSTS and GIFTS 1945-46 
Covers as in previous issues the ap- gomery’s tax books has been relied on 
plication of the federal estate tax, gift by tax accountants, trust officers, at- 
tax, and those features of income tax torneys and all who administer or own 
peculiar to decegents, estates and property. New 1945-46 manual in prep- 


trusts. Special emphasis on intelligent 
estate planning. 
Since 1917 the 


counsel of Mont- 


ing operations, there come 
tions involving the 


income?”’ The soundness of 





A TAX PROGRAM for a Solvent America 
A Report by The Committee on Postwar Tax Policy —_ ) 


JUST OUT: Leading fiscal authorities 
offer clear proposals for revising the 
federal tax system to fit the transi- 
tional and postwar years. Discussion 
covers the many changes respecting 
individual, corporate, and other taxes 
that are indicated if high level em- 


other new books on taxes 


aration, 


ments in the law and its opera- $7 50 


TAXABLE INCOME —A Complete, Up-to-Date Study 


By Roswell Magill; Former Under Sec- 
cretary of the Treasury. Continually 
in tax work, and in related account- 


question, 
this transaction give rise to taxable and 
the pro- 
cedure adopted may well turn 


ployrent and production are not to be 
impeded. Recommendations incorporate 
comments and suggestions of several 
hundred tax specialists, business men, 
and government officials to whom the 


Committee’s drafts were sub- $3.00 
; . 


mitted for review. 


ORDER YOUR NEW ISSUE NOW 


ONTGOMERY’S FEDERAL TAXES ON CORPORATIONS is the financial 
Moan. answer to the help required on this year’s corporation 
tax problems. Everything in one place for quick reference and easy 
application: changes in the law; developments in its administration ; 
experience-founded counsel on what to watch for, what to do. 


Standard since 1917 with tax specialists and corporation executives. 


Unique presentation, nowhere else paralleled or 2V 
aca op oa aaa ols., $15.00 
duplicated. New 1945-46 issue in preparation. , $ 





bringing up-to-date develop- 





tion. Order your new issue now. 
REVISED 
EDITION 
knowledge of what the courts have 


held in the cases that have come be- 
fore them. For guidance in these s.tua- 
tions, here is a comprehensive analysis 
“Does of the reasoning the federal courts 
Congress have ae in de- 
termining what is taxable $ 

income. 6.00 
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swell Magill, 





The Ronald Press Company, Publishers 


15 East 26th Street 
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New York 10, N.Y. 
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Upward Surge of Controllership 











The upward surge of controllership 
through the past eleven years is shown 
by this compilation of items which came 
to the attention. of controllers in the 
months of October, 1934 to 1944, inclu- 
Sive: 

1934: A monetary cure for depression 
was under discussion and Professor Irving 
Fisher of Yale University, a noted econ- 
omist and monetary expert, addressed 
members of the Controllers Institute of 
America. He would take from banks the 
power to contract and expand credit, he 
announced, and advocated one hundred 
per cent. reserve for checking deposits. 
... + Reports of the Third Annual 
Meeting of the Controllers Institute were 
published. .-. . . Major J. Calvin Shum- 
berger of Allentown, Pennsylvania, Con- 
troller of the Lehigh Portland Cement 
Company, was elected President, suc- 
ceeding Daniel J. Hennessy. 

1935: Reports to stockholders were 
under discussion by Professor Thomas H. 
Sanders of Harvard University School of 
Business Administration. He asked what 
is the most satisfactory form of reports 
to stockholders, and proceeded to answer 
the question in an illuminating fashion. 
. . . » Honorable Robert E. Healy of the 
Securities and Exchange Commission told 
members of the Controllers Institute of 
America what the Commission is doing 
and planning. He gave a detailed report 
of what may be expected by corporations 
and exchanges. He reported almost a flood 
of registrations under the Securities Act 
_ Rodney S. Durkee of 
Socony-Vacuum Oil Company, accepted 
the office of President in a constructive 
address in which he promised a conserva- 
tive, yet progressive, program, for The 
Institute. 

1936: The workings of Social Security 
were reviewed by Mr. M. B. Folsom, 
Treasurer of Eastman Kodak Company. 
. . . . Studies were being made of the 
Federal Revenue Act of 1936 in an at- 
tempt to clarify its provisions—the ninth 
major Revenue Act to be passed by Con- 
gress, which placed a graduated surtax on 
undistributed profits. . .. . Dr. Virgil 
Jordan, President of the National Indus- 
trial Conference Board, addressed mem- 
bers of the Controllers Institute of Amer- 
ica, speaking of “rising prosperity.” He 
urged businessmen to conserve assets to 
compensate for the costs of political para- 
| ere Provisions of the Robinson- 
Patman Act were reviewed by Dr. Wil- 
lard L. Thorp, Director of Economic Re- 
seatch of Dunn and Bradstreet, Inc. The 
Act strikes at many existing business prac- 
tices, going into new ground, “for the 





absence of any considerable body of di- 
rect legal precedent makes the task of 
obedience difficult.” The Act is intended 
to put all buyers on an equal basis by pro- 
hibiting discrimination in a seller's price 
as between customers. .... U. S. Greene, 
CPA, discusses problems arising from the 
tax on undistributed earnings, levied in 
the Federal Revenue Act of 1936. “‘Cor- 
porations are forced into the role of fore- 
casting operating results “and dividend 
policies under such drastic restrictions as 
to make accurate forecasting difficult.” 
.... The Fifth Anniversay Meeting of 
the Controllers Institute of America took 
place on October 5. Mr. Paul J. Urqu- 
hart of the aluminum Company of Amer- 
ica was elected President to succeed Mr. 
Rodney S. Durkee of Socony-Vacuum Oil 
Company. Mr. Urquhart described a con- 
troller as a technician in a new science. 

1937: How to retain funds free of un- 
distributed profits tax was discussed by 
Mr. James W. Mudge, attorney, of Bos- 
Spare ve Carman G. Blough, Chief 
Accountant of the Securities and Exchange 
Commission, describes how companies 
may make their statements more illumi- 
nating to stockholders, in an address be- 
fore the Sixth Annual Meeting of the 
Controllers Institute of America... . . 
The third opinion on debatable account- 
ing practices by the Chief Accountant of 
the Securities and Exchange Commission 
makes its appearance. It outlines the pro- 
cedure which would prevent write-ups 
arising in the consolidation of accounts by 
a parent company with those of its sub- 
sidiaries through the elimination of only 
a portion of the investment account. 
Henry C. Perry of Heywood-Wakefield 
Company, was elected President of the 
Controllers Institute of America to suc- 
ceed Mr. Paul J. Urquliart. In his accep- 
tance speech he analyzed the responsibili- 
ties of a controller, and spoke of the 
promising future of The Institute... . . 
Procedures in compiling reporting forms 
SS-2a are described by controllers, who 
relate their experiences in complying with 
the provisions of the Social Security Act. 

1938: Plans for administration of the 
Wage and Hour Act are under dis- 
cussion. Carroll R. Daugherty, Chief 
Economist of the Wage and Hour Ad- 
ministration, describes the details of ap- 
plication of Act. .... Henry C. Perry 
of Heywood-Wakefield Company, Gard- 
ner, Massachusetts, presents paper, “‘Con- 
trol of Business through an Intergrated 
Budget,” to Seventh International Man- 
agement Congress at Washington. .. . . 
Honorable Richard C. Patterson, Jr. As- 
sistant Secretary of Commerce, in an 





address to Seventh Annual Meeting of 
Controllers Institute of America, gives 
general picture of what the current in. 
vestigation by the Temporary National 
Economic Committee is intended to cover, 
and its objects. In conducting monopoly 
inquiry the Committee hopes to keep its 
investigations on a fact-finding, construc. 
tive plane. It seeks knowledge concern- 
ing competitive system. .... Mr. Roscoe 
Seybold, Vice-President and Controller of 
Westinghouse Electric and Manufactur- 
ing Company, was elected President of 
the Controllers Institute to succeed Mr. 
Henry C. Perry. He cites, in his accept- 
ance address, the many problems with 
which the controller is confronted... .. 
In his closing address as President, Mr. 
Perry stated that controllers have a 
widened sense of their responsibilities to 
management, which are greater and more 
complex than heretofore. 

1939: Analysis of changes made in the 
Social Security Act by the Old Age Bene- 
fits amendments is presented by John J. 
Corson, Director of the Bureau of Old 
Age Insurance of the Social Security 
Board..... Discussions were going on 
concerning the request made by public 
accountants for extension of public ac- 
counting procedure in the cases of busi- 
mess concerns. Some concern was ex- 
pressed by public accountants themselves 
lest the profession attempt to move too 
rapidly and too far in its first attempt to 
impose additional requirements on busi- 
ROM. os Retiring President Roscoe Sey- 
bold of the Controllers Institute, tells, in 
his presidential address, of the progress 
made by controllership. He said that 1939 
must be written into the record as the 
year in which controllership came under 
the most searching examination and scru- 
tiny at the hands of business executives, 
bankers, and governmental agencies, that 
it ever has experienced; also, that 1939 
must be written as the period in which 
controllership was given its greatest and 
widest recognition as a part of the busi- 
ness and economic mechanism of the 
country. .... “What Is Expected of the 
Independent Auditor?’”, was the subject 
of an address by Mr. Rodney S. Durkee 
at the Annual Meeting of the American 
Institute of Accountants in San Francisco. 
He pointed out that constructive coopefa- 
tion in planning the independent account- 
ant’s work should start with the audit 
engagement or its renewal. 

1940:Future United States relations 
with Europe are analyzed by Dr. Gustav 
Stolper, former member of Reichstag, now 
financial consultant in the United States 
to leading European banks... . . This 
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STEEL RETURNS! 
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War production experience taught 
us new facts about performance, 
structural strength, refinement of 
design ... and we have put them all 
into new and improved steel office 
equipment, now in production! 
This is the time to combine the 
long-term investment value of steel 
housing and record-protection with 
more efficient record-control methods. 
Many improved systems, especially 








SAFE-CABINET EQUIPMENT 
for Certified Fire Protection 





DELIVERIES of steel equipment 
necessarily follow the sequence in 
which orders are received. Under 
present conditions, prompt deci- 
sion is suggested. 
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developed to speed production of 
war materials, can now be applied 
advantageously to increase peace- 
time operating @fficiency. 

Talk over your requirements with 
a Systems Technician. He can point 
out opportunities to economize with 
modern steel equipment, simplify 
administrative control and obtain 
important record-keeping savings. 

Just call our nearest Branch Office. 
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315 Fourth Avenue, New York 10, N. Y. 
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country is in the first phase of an arma- 
ment boom, according to Mr. Murray 
Shields, economist of Irving Trust Com- 
pany, who addressed the Ninth Annual 
Meeting of the Controllers Institute of 
i Barriers to interstate 
sales are analyzed by Mr. Cyrus B. King, 
Editor of publications of Prentice-Hall, 
Verl L. Elliott, Controller of 
Atlantic Refining Company, of Phila- 
delphia, elected ninth President of Con- 
trollers Institute of America, succeeding 
Mr. Oscar N. Lindahl, then of the Uni- 
versal Atlas Cement Company, Chicago. 
Mr. Elliott made the keynote of his ac- 
ceptance speech the fact that controllers 
and their Institute stand ready to serve 
the government in its defense program. 
.... Retiring President Oscar, N. Lin- 
dahl spoke of the conferences on defense 
and war problems of business which 
were conducted with the Council of Na- 
tional Defense and other governmental 
agencies. 

1941: The Tenth Anniversary of the 
founding of the Controllers Institute of 
America was observed in conjunction with 
its Annual Meeting. Its first President, 
Mr. Frank J. Carr, presented an interest- 
ing picture of the early days of The In- 
stitute, and of its program..... John A. 
Donaldson, Financial Vice-President of 
Butler Brothers, Chicago, was elected 
President of The Institute, succeeding 
Ven 1.-Biet.<... A plea for toler- 
ance and cooperation on the part of 
businessmen in their dealings with gov- 
ernmental agencies was made by Mr. P. A. 
Hoyt of Oliver United Filters, Inc., dur- 
ing the Tenth Anniversary Meeting of 
The Institute. .... Tax, personnel and 
procurement problems of defense produc- 
tion are subjects for discussion in Con- 
trollers’ meetings. ... . Four decisions by 
Comptroller General L. C. Warren are 
analyzed to indicate the law that is being 
made on “Cost-Plus” contracts... . . 
Pay allotment plans for selling defense 
bonds are described by Harry C. Gretz, 
Assistant Controller of American Tele- 
phone and Telegraph Company, New 
ce: ee A report “Controllers’ 
Manuals of Instruction’ is issued by The 
Institute’s Committee on Technical In- 
formation and Research) of which Mr. 
Roy S. Holden of Chicago, is Chairman. 
Two years of pioneer research went into 
the preparation of this report... . . The 
advantages of the natural business year 
as contrasted with those of the calendar 
fiscal year are described in a series of let- 
ters to and from The Institute’s Manag- 
ing Director. 

1942: Contract renegotiation was be- 
ing discussed by controllers and other 
company officials. What were termed its 
dangers and inequities were described by 
Mr. Roscoe Seybold in his address at the 
Eleventh Annual Meeting of the Con- 
trollers Institute... . . The Institute’s 
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Committee on Postwar Controllership 
Problems produced a comprehensive re- 
port, ““War-Time Planning To Meet Post- 
war Problems,’ which was commented 
on favorably. One controller wrote: ‘““The 
report is the best check sheet I have seen, 
or expect to see, on the subject, about 
which managements, let alone executive 
accountants, should be on their toes.’’ Mr. 
Oscar N. Lindahl was Chairman of the 
Committee which prepared the report. 
.... John C. Naylor, in an address be- 
fore the Annual Meeting of The Insti- 
tute, entitled ‘“A Controller Looks at the 
Postwar World,” presented an interesting 
picture of the studies which are being 
Made sec ee Mr. Walter A. Cooper, a 
partner of Peat, Marwick, Mitchell and 
Company, Public Accountants, presented 
an outline of what in all probability will 
be written into the new Federal Revenue 
Act, in the way of technical changes af- 
fecting excess profits tax-pending changes 
in supplement “E” of the Code relating 
to excess profits tax..... Committee on 
Technical Information and Research of 
the Controllers Institute, of which Mr. 
R. S. Holden is Chairman, presented a 
report on ‘Balance Sheet Treatment of 


‘Cash Deposite Received with Orders.” 


Mr. T. C. McCobb, Controller of Stand- 
ard Oil Company (New Jersey), the 
newly elected President of the Control- 
lers Institute, declared in his acceptance 
speech that the controller must develop 
new techniques... . . “Do Companies 
Benefit by Requiring Vendor To Use 
Special Invoice Form?” was the subject 
of a report by the Committee on Tech- 
nical Informetion and Research of the 
Controllers Institute of America..... In 
the first decision of its kind by any Fed- 
eral court, the Third Circuit Court of 
Appeals rules at Philadelphia that a cor- 
poration taking a discount in an exchange 
of bonds for stock may’class that discount 
as a deductible loss on its income tax 
report and amortize it yearly during the 
life of the bond issued... . . Upon com- 
pletion of his term as President of The 
Institute, Mr. John A. Donaldson, of But- 
ler Brothers, Chicago, stated that con- 
trollership has before it greater respon- 
sibilities than ever... . . Proposed re- 
vision of the proxy rules of the Securities 
and Exch>nge Commission brought forth 
emphatic opposition on the part of con- 
trollers. The proposed amepdments would 
call for inclusion in proxies of a great 
volume of miscellaneous information. 
This great mass of detail in proxies would 
be too much for stockholders to digest, it 
was pointed out..... The Controllers 
Institute was asked to name a member of 
The Institute 2s one of a Committee of 
five to be known as an Advisory Commit- 
tee on Questionnaire Forms, to act in an 
advisory capacity to the Bureau of the 
Budget in the work which it is undertak- 
ing to coordinate, simplify and reduce 





the number and extent of government 
questionnaire and requests for reports in 
various forms. 

1943: Mr. T. C. McCobb, in address. 

ing members of the Controllers Institute 
said: “Our postwar world is not going to 
come out like a ribbon, lie flat on the 
brush. We are going to need all of the 
good will and good sense we can scrape 
together to make it work.” .. . . Mr 
Harry B. Gutman of George D. Fish and 
Company, Certified Public Accountants, 
New York, contributed an article entitled 
“Price Control Based upon Proportional 
Cost” in which he proposed “‘a practicable 
procedure of price control which combines 
theoretical soundness with an enlarged 
efficiency.” .... Mr. A. F. North, Treas. 
urer and Controller of Allen-Bradley 
Company, Milwaukee, discusses his firm’s 
experiences in payroll, accountants receiv- 
able, and accounts payable, accounting. 
His article was entitled ‘‘Mechanized Ac- 
counting Procedures.” .... Mr. Vine F. 
Covert, Assistant Controller of Westing- 
house Electric and Manufacturing Com- 
pany, contributed an article “Disadvan- 
tages of Customers’ Special Forms.” 
. ... Mr. T. C. McCobb, in a speech 
delivered upon his retirement from the 
presidency of the Controllers Institute, 
said: ‘“‘Controllership today is a definite 
responsible part of corporate executive 
management. Able controllership is the 
best assurance to stockholders, to em- 
ployees, to creditors, and to customers, 
that the future of the corporate capital 
structure will be guarded in the interest 
of a sound national economy.” He de- 
scribed control as “the self-discipline that 
develops character, the intellectual caridor 
that forges judgment, the habit of thrift 
that safeguards the future, the quest for 
efficiency that enables us to stay in busi- 
ness in the face of ever increasing de- 
mands on our earning power. Control 
transforms the savage into the coopera- 
tive neighbor. Control—individual, cor- 
porate, or national, is the keystone in the 
arch of civilization.” 

1944: Predetermination of war con- 
tract claims was being discussed by in- 
dustry. Contract officers of the services 
look with favor upon it. Business manage- 
ments are pleased at the development of a 
plan which promises to expedite settle- 
ment of cancelled contracts and the prob- 
lem of moving war contract materials out 
of plents in short order..... The neces- 
sity of re-establishing controls of ex- 
penses, after the rush of war production, 
was pointed out... .. Dr. Arthur E. 
Burns, Adjunct Professor of Economics 
at George Washington University, pre- 
sented a paper on “Public Debt and Full 
Employment” before the District of Co- 
lumbia Control... .. Mr. K. Winslow, 
Executive Vice-President of Seattle Trust 
and Savings Bank, in an address to the 

(Please turn to page 547) 
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Wuat’s that again that again that 
again, please? 

Repetition. 

40,000,000 times every season the 
katydid rasps the same rasp. Thou- 
sands of times every day in every office 
the same typewriter keys fall, the same 
columns add up, the same entries 
march by. 

And the same mistakes happen. 

In firm after firm, the pattern of 
error is repeated. Too many forms. 





Too many words. Lost motion. Econ- 
omies in printing overlooked. Paper 
wasted. Time spent getting forms 
ready exceeding time spent filling 
out forms. 

Moore looks upon your entire sys- 
tem with the eye of common sense. 
Moore sifts, analyzes; combines forms 
and doubles them up; recommends 
changes; then prints, in quantities of 
hundreds or many millions. 


The ten companies listed below, 


AMERICAN SALES BOOK CO., INC., NIAGARA FALLS; ELMIRA, N. Y. 
PACIFIC MANIFOLDING BOOK CO., INC., EMERYVILLE; LOS ANGELES, CALIF. 
GILMAN FANFOLD CORP., NIAGARA FALLS, N. Y. 


COSBY-WIRTH MANIFOLD BOOK CO., MINNEAPOLIS, MINN. 
MOORE RESEARCH & SERVICE CO., INC., NIAGARA FALLS, WN. Y. 
SOUTHERN BUSINESS SYSTEMS, INC., ORLANDO, FLA. 


MOORE BUSINESS FORMS, INC. (New Southern Div.), DALLAS, TEX.; ATLANTA, GA, 


In Canada—Moore Business Forms, Ltd., succeeding Burt Business Forms, Ltd., Toronto; 
Western Sales Book Co., Ltd., Winnipeg and Vancouver; 
National Sales Check Book Co., Ltd., Montreal 





long under Moore ownership, have 
now united under the Moore name. 
There is no change in ownership, man- 
agement, or policy. But facilities for 
serving any business, anywhere, are 
greater than ever. 

Ask that a Moore specialist come 
see you. There is no charge whatever 
for consultation. Get in touch with 
the nearest Moore division, as listed 
below, or the local office. The outcome 
may be thousands of dollars saved, 


MOORE BUSINESS FORMS, inc. 


ADY. By MW. W. AYER 
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REGULAR MEETING DATES OF CONTROLS 








Each Control of The Institute ex- 
tends a cordial invitation to members 
of other local Controls, and members 
at large of The Institute, to visit a local 
meeting. 

The list below includes information 
as to the regularly scheduled meeting 
date of each Control, together with the 
name and address of the President of 
the Control. 

Controllers are asked to check this 
list when planning trips to cities in 
which local Controls of The Institute 
are established. 


ATLANTA CONTROL 
Meets on fourth Tuesday. President: 
Mr. Herman Boozer, Georgia Power 
Company, P. O. Box 1719, Atlanta 1, 
Georgia 

BALTIMORE CONTROL 
Meets on second Wednesday. Presi- 
dent: Mr. Joseph U. Diehl, Pennsyl- 
vania Water & Power Company, Room 
1513, Lexington Building, Baltimore, 
Maryland 

BIRMINGHAM CONTROL 
Meets on first Thursday. President: 
Mr. John Pugsley, Tennessee Coal, 
Iron & Railroad Company, Brown- 
Marx Building, Birmingham, Alabama. 

BosTON CONTROL 
Meets on second Tuesday. President: 
Mr. Thomas A. Dunbar, Boston Ele- 
vated Railway Company, 31 St. James 
Avenue, Boston, Massachusetts 

BRIDGEPORT CONTROL 
Meets on first Wednesday. President: 
Mr. George H. Maslen, Jr., American 
Chain & Cable Company, Inc., 929 
Connecticut Avenue, Bridgeport, Con- 
necticut 

BUFFALO CONTROL 
Meets on first Tuesday. President: Mr. 
L. Clayton Vallier, Buffalo Foundry & 
Machine Company, 1543 Fillmore Ave- 
nue, Buffalo, New York 

CHATTANOOGA CONTROL 
Meets on first Tuesday. President: Mr. 
Warren A. Jeffords, American Lava 
Corporation, Cherokee Boulevard & 
Manufacturers Road, Chattanooga, Ten- 
nessee 

CHICAGO CONTROL 
Meets on fourth Tuesday. President: 
Mr. Raymond A. Pascoe, Whiting Cor- 
poration, 15700 Lathrop Avenue, Har- 
vey, Illinois 

CINCINNATI CONTROL 
Meets on second Tuesday. President: 
Mr. M. T. Lindquist, Kroger Grocery 
& Baking Company, 35 East 7th Street, 
Cincinnati, Ohio 

CLEVELAND CONTROL 

Meets on second Tuesday. President: 


Mr. E. A. Seffing, The Oliver Corpora- 
tion, 19300 Euclid Avenue, Cleveland, 
Ohio 

DALLAS CONTROL 
Meets on fourth Tuesday. President: 
Mr. F. P. Marsh, Southwestern Drug 
Corporation, Box 179, Dallas 1, Texas 

DayYTON CONTROL 
Meets on second Thursday. President: 
Mr. Rolland F. Whisler, Sheffield Cor- 
poration, Dayton 1, Ohio 

DeETROIT CONTROL 
Meets on last Tuesday. President: Mr. 
K. B. Coates, Great Lakes Steel Corpo- 
ration, Ecorse, Detroit, Michigan 

DisTRICT OF COLUMBIA CONTROL 
Meets on fourth Tuesday. President: 
Mr. R. G. Marx, The Riggs National 
Bank, 1503 Pennsylvania Avenue, 
N.W., Washington, D. C. 

HARTFORD CONTROL 
Meets on second Thursday. President: 
Mr. Francis L. Dabney, Landers Frary 
& Clark, New Britain, Connecticut 

HousToN CONTROL 
Meets on fourth Tuesday. President: 
Mr. J. R. Mulvey, Humble Oil & Re- 
fining Company, 756 Humble Build- 
ing, Houston, Texas 

INDIANAPOLIS CONTROL 
Meets on fourth Wednesday. President: 
Mr. O. J. Norris, Ross Gear & Tool 
Company, Box 60, Lafayette, Indiana 

KANSAS City CONTROL 
Meets on second Monday. President: 
Mr. Harry E. Malmfeldt, Price Candy 
Company, 2 West 39th Street, Kansas 
City, Missouri 

Los ANGELES CONTROL 
Meets on third Thursday. President: 
Mr. Robert E. King, Los Angeles Turf 
Club, Inc., Santa Anita Park, Arcadia, 
California 

LOUISVILLE CONTROL 
Meets on last Wednesday. President: 
Mr. Herbert O. Hincks, Frankfort Dis- 
tilleries, Inc., Columbia Building, Lou- 
isville, Kentucky 

MILWAUKEE CONTROL 
Meets on second Tuesday. President: 
Mr. Clarence Lichtfeldt, First Wiscon- 
sin National Bank, Milwaukee, Wis- 
consin 

New ORLEANS CONTROL 
Meets on third Tuesday. President. 
Mr. Frederick P. Hagaman, Standard 
Oil Company of New Jersey, Louisiana 
Division, P. O. Box 551, Baton Rouge, 
Louisiana 

New York City CONTROL 
Meets on Second Thursday. President: 
Mr. M. J. Boedeker, Johns-Manville 
Corporation, 22 East 40th Street, New 
York, New York 


PHILADELPHIA CONTROL 
Meets on first Thursday. President: 
Mr. J. W. St. Clair, Hajoca Corpora. 
tion, 31st & Walnut Streets, Philadel. 
phia, Pennsylvania 

PITTSBURGH CONTROL 
Meets on third Monday. President: Mr. 
M. L. Jarboe, Diamond Alkali Com. 
pany, 535 Smithfield Streets, Pitts. 
burgh, Pennsylvania 


PORTLAND CONTROL 
Meets on third Friday. President: Mr. 
E. E. Ullrey, Willamette Iron & Steel 
Corporation, 3050 N.W. Front Ave. 
nue, Portland 8, Oregon 
QuabD-CiTigEs CONTROL 
Meets on first Thursday. President: 
Mr. Stuart B. Miller, French & Hecht, 
Inc., Davenport, Iowa 


ROCHESTER CONTROL 
Meets on last Wednesday. President: 
Mr. G. D. McCathron, E. E. Fairchild 
Corporation, 367 Orchard Street, Roch- 
ester, New York 

St. Louis CONTROL 
Meets on fourth Tuesday. President: 
Mr. A. H. Schettler, Union Electric 
Company of Missouri, 315 North 12th 
Street, St. Louis, Missouri 

SAN FRANCISCO CONTROL 
Meets on third Thursday. President: 
Mr. Frank Teasdel, Key System, 1106 
Broadway, Oakland 4, California 

SEATTLE CONTROL ~ 
Meets on last Thursday. President: Mr. 
R. P. Steen, Seattle Trust & Savings 
Bank, 804 Second Avenue, Seattle, 
Washington 

SPRINGFIELD CONTROL 
Meets on third Tuesday. President: Mt. 
Alfred W. Long, Shawinigan Resins 
Corporation, 644 Monjanto Avenue, 
Springfield, Massachusetts 

SYRACUSE CONTROL 
Meets on third Tuesday. President: Mr. 
Arnold E. Woonton, New Process Geat 
Corporation, 500 Plum Street, Syra- 
cuse, New York 


TOLEDO CONTROL 
Meets on second Thursday. President: 
Mr. W. F. Webb, Textileather Corpo- 
ration, Stickney at Dayton Street, To- 
ledo, Ohio 


TWIN CiTIES CONTROL 
Meets on first Tuesday. President: Mr. 
E. G. Kellett, Northern States Power 
Company, 15 South 5th Street, Minne- 
apolis, Minnesota 


WESTERN MICHIGAN CONTROL 
Meets on first Thursday. President: 
Mr. C. G. Phelps, Wolverine Brass 
Works, P. O. Box 277, Grand Rapids, 
Michigan 
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Postwar Employment Essays 
Show Varied Tax Views 


In a recent essay competition on postwar 
employment planning, sponsored by the Pabst 
Brewing Company, Milwaukee, the 17 win- 
ners of awards were almost exclusively high 
raking officials of the Federal government, a 

int that is worth noting in the opinion of 
Mr. Richard Deutsch, writing in ““Taxes—The 
Tax Magazine” for October, 1944. The win- 
ner of the $25,000 award was Herbert Stein, 
thief of the Economic Analysis Section of the 
War Production Board. Winner of the second 
prize, 2 $10,000 award, was Leon H. Keyser- 
ling, general counsel for the National Hous- 
ing Administration. There were 15 other 
qwatds of $1,000 each. 

“It is significant from a taxation stand- 
point,” Mr. Deutsch declares, “that the 17 
winners were almost exclusively high ranking 
Federal government officials. 

“A survey of the 17 prize winning proposals 
shows that five of the 17 contestants,” the 
witer continues, “did not give any considera- 
tion to taxation in their postwar plans. Twelve 
did so. Among these twelve contestants who 
consider taxation as an effective tool in post- 
war employment planning are five who give 
only general outlines while seven others sub- 
mit specific plans. 

“All the twelve tax minded contestants show 
the general trend of postwar tax plans away 
from corporate taxation and toward higher or 
modified individual taxation. Three contest- 
ants, including the winner of the first award, 
Herbert Stein, advocate abolishing the excess 
profits tax only, the seven others recommend 
reduction or modification of corporate taxes, 
two of them recommend exemption of divi- 
dends from corporate taxation. 


“Several contestants seek to establish an 
equalization in individual income taxes by 
averaging the yearly net income over a period 
of five years. One contestant even goes so far 
to ask for a flat rate in individual income taxa- 
tion, hoping that such a flat rate would operate 
as an incentive to investors and enterpreneurs. 
Only very few contestants who recommend tax 
reductions also consider the effect on the fed- 
eral budget. Some of those who do, recom- 
mend an increase in individual income tax 
rates to compensate for the loss on corporate 
taxes. Others may be called ‘tax manipulators,’ 
believing in ‘flexible’ tax systems using taxa- 
tion as a means to maintain an economic 
equilibrium and encourage and discourage in- 
vestment just as the needs may be. One may 
well ask, do these contestants reflect Federal 
government ideas on postwar tax plans. 

“The prize winners also seek to discourage 
the ‘hiding’ and withholding of savings and 
the indirect investments. Elimination of tax 
exemption of government bonds is recom- 
mended for this purpose. They also propose, 
quite generally, the elimination of excise 
taxes, perhaps only exempting the alcohol tax. 

“One contestant recommends the adoption 
of the ‘Australian’ system of tax integration, 
absorbing all income taxes, federal and state, 
into one single income tax and to distribute 
the collections of this tax among the Federal 
government and the states according to some 
ratio which would have to be established. 
This system had, before Hitler, found its way 
also into some European states, for example 
into Austria where it was the cause of never 
ceasing political fights between the Austrian 
government and the states. 
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“The tax man will admire,” says Mr. 
Deutsch, “the efforts of all participants to en- 
courage and foster considerate postwar tax 
planning. That some contestants failed in their 
technical treatment of taxation should not 
prevent us from giving their ideas careful 
consideration. 

“Among the many interesting details de- 
veloped by some of the contestants, detailed 
mention should be made of the tax reform 
ideas of Herbert Stein, the $25,000 winner. 
Mr. Stein proposes: 

1. To maintain war time taxation level dur- 
ing the transition period to prevent run- 
away inflation and to make government 
price control unnecessary. 

2. Reduce surtax rates in the highest surtax 
brackets. 

3. Average income over a period of five years. 

4, Eliminate the tax exemption privilege of 
government bonds. 

5. Abolish excise taxes except those on mo- 
nopolistic goods. 

6. Increase the income tax rates in the mid- 

dle brackets. 

. Substitute corporate income and _ excess 
profits taxes by a tax on stockholders in- 
come. (‘This will require allocation of all 
corporate earnings to stockholders, but not 
necessarily full distribution.’ ) 

8. Existing tax loopholes should be closed. 

9. Government budgetry and monetary policy 
should be directed to stabilizing within 
narrow limits the movements of some gen- 
eral level of prices by operating at a deficit 
to be created by a combination of increased 
expenditure and reduced taxes, the surplus 
to be created the other way round. (‘It is 
important to recognize the role of adjust- 
ing taxes in his process.’) 

“There is, of course, a contradiction in pur- 
pose by trying to increase taxes in the middle 

(Please turn to page 548) 
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é ™ A Tax Program for 


pension ie 
Recommendations for revising the federal tax 
ond profit- system to fit the postwar years were made avail- 


able in September to the Joint Congressional 
Committee on Internal Revenue Taxation and 
sharing plans to Treasury officials. The recommendations were 
contained in a 275-page report, A Tax Program 
for a Solvent America, prepared following a 16- 
2 month study by the Committee on Postwar Tax 
Write for P amphlet Policy, and made public recently by Roswell Ma- 
Recent Developments” gill, former under secretary-of the Treasury, 
who is chairman of the Committee. The Com- 
mittee is composed of leading fiscal authorities 
working under a special grant from the Maurice 
and Laura Falk Foundation. 
Recommendations for reductions in taxes on 


PENSION PLANNING COMPANY 


Actuarial Consultants both corporations and individuals are included 
in the report. Federal taxes ultimately would 
MEYER M. GOLDSTEIN, C.L. U. be reduced to from $15 billion to $22 billion 








inectne ayear. (War revenues reached a peak of nearly 
$47 billion in the fiscal year ending June 30, 

527 Fifth Avenue, New York 17 1945.) 
sg The report cautions, however, that the ex- 
tent of tax reductions after the war should de- 





pend upon how much federal government 
spending is reduced, and how soon—that “if a 
policy of free spending is followed, very few 
choices among taxes will be possible.” 

“Expenditures are the key,” the Committee 
states, ‘‘and irresponsible fiscal policies in the 
postwar period would prove not merely costly, 
but unsupportable.” 

The Committee cites as its primary aim high 
production and employment, and stresses its be- 
lief that a healthy and vigorous economy, 
“achieved without sacrifice of individual lib- 
erty’”’ can be attained only “through the encour- 
agement and re-energizing of private enter- 
prise.” 

The Committee takes a clear stand in favor 
of continued efforts to balance the federal bud- 
get, to eliminate deficit spending, and to reduce 
the national debt at the earliest possible date. 


TAX REVISION 


The Committee recommendations in regard 
to tax revision deal with a “‘transition period,” 
and with the ‘normal, long-range postwar pe- 
| riod” which will follow. 

“ f)\ yA NE During the “transition period,’ estimated at 
G } vi i AY | ( : two to three years, the Committee recommends 
| as a first step to relieve individual tax burdens 
the repeal of the three per cent normal tax. 
This would free approximately 9,000,000 peo- 
ple, principally in the low income brackets, 
from paying any federal income taxes. The 
Committee would establish a single set of pro- 
gressive tax rates on individuals, eliminating 
the present combination of normal tax and sur- 
tax so far as tax returns go. The tax rates 
would be scaled downward as the federal bud- 
get is reduced. 
q ee Tax reductions on corporations recommended 
Jaluaations : by the Committee for the transition period in- 
clude immediate repeal of the excess profits tax 
now that the war has ended; repeal of the cap- 
ital stock tax and the declared value excess 
profits tax; gradual reduction of the corporate 
normal tax and surtax, with the application of 
a lower rate on small corporations. All of these 
reductions, the Committee declares, necessarily, 
“have in mind the permanent tax system to be 
maintained in the postwar years.” 

In the postwar period proper, the Committee 
believes that expenditures by the federal govern- 
ment should be reduced rapidly to the point 
where a balanced budget is possible. The Com- 
mittee recommends further tax relief both for 
corporations and individuals at this time. 

“Our interest,” the Committee declares, “is 
in a tax program for a solvent America. By na- 
tional solvency we mean that the government 
can and does live within the fiscal resources 
which are provided for it by the people through 
taxation. In a fundamental sense a government 
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A Solvent America 


is insolvent if it regularly and habitually pro. 
vides public benefits in excess of the amounts 
which the people are able—and willing—to pay 
ree: a 

“The goals of high living standards and na. 
tional solvency are linked together. . . . There 
cannot be high level, widespread prosperity and 
a general advance in personal and family well. 
being on a basis of national insolvency, a con. 
dition under which government is continually 
seeking to create the illusion of prosperity by 
adding to the public debt.” 


INDIVIDUAL TAXES 


In the long-range postwar period, the Com- 
mittee suggests, the initial tax rate on individ. 
uals should be set at between 15 and 20 per 
cent. depending upon the level at which federal 
expenditures are set. The rates would then 
range progressively upward to 25-30 per cent. 
at the $8,000-$10,000 bracket, 40-45 per cent. 
at the $25,000-$50,000 bracket, and 49-54 per 
cent. at the $75,000-$100,000 bracket, with a 
top rate of 67-72 per cent. at the $1,000,000 
level. 

This contrasts with present rates which begin 
at 23 per cent., including the three per cent. 
normal tax, and range up to 91 per cent. on in- 
comes over $200,000. 

The Committee would keep the present ex- 
emption of $500 for each taxpayer and for each 
dependent. It would alleviate the present double 
taxation of corporation dividends paid to in- 
dividuals by allowing a credit to stockholders 
receiving the dividends. It would retain the 
withholding principle and current payment of 
taxes. It would continue to permit married 
persons the option of making joint or separate 
returns. The Committee recommends no pres- 
ent change in the tax treatment of capital gains. 


CORPORATE TAXES 


In connection with corporate taxes for the 
long-range postwar period, the Committee 
recommends a program of simplification. It 
would eliminate the surtax and impose a single 
tax on corporate income, and goal to be the 
same rate as the initial rate on individual in- 
come. This, the Committee feels, would pro- 
mote employment and production by equalizing 
the tax burden on all types of income. 

Repeal of the excess profits tax would leave 
the corporate rate at its present level of 40 pet 
cent. This rate, the Committee feels could 
stand for the first transition year, provided 
there were assurances that it would later be 
reduced, perhaps to 35 or 3314 per cent. in the 
second transition year and eventually to a level 
equal or close to the initial individual rate. 

In keeping with the objective of alleviating 
the double taxation on dividends, the Commit: 
tee would remove the tax on intercorporate divi- 
dends. It would also repeal the penalty tax on 
consolidated returns. 


OTHER RECOMMENDATIONS 


The report suggests that there is a prope 
place for excise taxes. While most of the wat 
time “nuisance” excise taxes should be te 
moved, a reasonable number of excise taxes 
should be retained after the war. These taxes 
the Committee views as desirable to diversify 
the sources of tax revenue and to stabilize the 
tax yield in times of financial strain. _ 

Taxation of estates, gifts, and gasoline, the 
Committee would leave to the 48 states in the 
interest of preserving the financial independence 
of the states in the performance of state and local 
functions. 

Finally, the Committee makes recommends- 
tions concerning the personnel and administti 
tion of the Bureau of Internal Revenue of the 
Treasury Department, urging more adequate 
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glaries and security of tenure to attract compe- 
tent career men. 


 pro- COMMITTEE MEMBERS 
Ounts 
0 pay Members of the Committee on Postwar Tax 


Policy are, in addition to Mr. Magill, Fred R. 
dna- § prirchild, Knox Professor of Economics, Yale 
There § pniversity; Rowland R. Hughes, Comptroller, 
yand § National City Bank of New York, a member 
well- & f the Controllers Institute of America; Victor 
| con- H, Stempf, President, American Institute of Ac- 
ually coyntants; and Thomas N. Tarleau, Member of 
ty by B New York Bar, and former Tax Legislative 
Counsel, the Treasury Department. 

The background work in preparing the Com- 
mittee report was done by a staff of research ex- 
perts under the direction of Dr. Harley L. Lutz, 
Com: § professor of Public Finance, Princeton Univer- 
livid- ity, who served as Director of Research on the 
) pet Bf project, and Alfred Parker who was Associate 
deral Director. 


then The Committee on Postwar Tax Policy came 
cent. @ into being in May, 1944. It was the result of a 
cent. special conference attended by a score or more 
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cent. Wide Curtailment of Pension. Plans in 
n in- Postwar Years Seen as Unlikely 

t ex- American corporations contributed upward 
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uble poft sharing trusts during 1944, according 
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causal factor. The fact that contributions to Work with accttrate answers quickly and 
- the approved pension and profit sharing trusts are 2 
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ingle § St up the trust his profits would be no less” 
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level “Paration of ownership from management NOW available. vour answer to reconver- 
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MEETINGS OF CONTROLS 








ATLANTA 
Topic: RECONVERSION 
Mr. C. A. Little, treasurer of Scripto 
Manufacturing Company, and vice-president 
of the Atalanta Control of The Institute, 
spoke on reconversion problems before the 
September 25 dinner meeting of the Control 
at the Piedmont Hotel. 


BALTIMORE 
Topic: MANAGEMENT PLAN 
For their first meeting of the current year, 
the members of the Baltimore Control met in 
the offices of McCormick & Co., Inc., Balti- 
more, to participate in a program which in- 
cluded a showing of pictures on the subject, 
“Multiple Management Plan of Operation.” 
The film was shown through the cooperation 
of Brooke E. Furr, treasurer of McCormick 
& Co., Inc., who is a member of the Board 
of Directors of the local Control. 


BIRMINGHAM 
Topic: CONTRACT TERMINATIONS 
Following a discussion of plans for the cur- 
rent year of the Control, members of the 
Birmingham Control engaged in a discussion 
on termination, under the leadership of Lau- 
rence D. Luey of Connors Steel Company and 
James B. Pollard of The Ingalls Iron Works 
Company, on September 6 at the Tutwiler 
Hotel. 


BOSTON 
Topic: CONTRACT TERMINATION 


For the opening meeting of the Boston Con- 
trol on September 11 at the Copley Square 
Hotel, the program committee, “with the co- 


operation of the Japanese Government,” an- 
nounced a presentation on ‘Contract Termina- 
tion” by Captain J. Harold Stewart, USNR, 
Assistant Director of the Office of Contract 
Settlement, Certified Public Accountant (Mas- 
sachusetts), and formerly a partner in the 
firm of Stewart, Watts & Bollong. 

The members of the Control received a spe- 
cial booklet in September listing officers and 
directors, and giving details of both the Con- 
trollers Institute and the Boston Control, to- 
gether with the meeting programs planned for 
each month through May, 1946. For October, 
the Control has scheduled Donald P. Perry, 
partner of Lybrand, Ross Bros. & Montgomery, 
to speak on “Internal Auditing from the View- 
point of the Certified Public Accountant.” This 
meeting will be held at Worcester, Massachu- 
setts, as a joint meeting with the Massachusetts 
Society of Certified Public Accountants. 


BUFFALO 
Topic: WAGE PLANS 


A general discussion on the subject of 
‘Wage Payment Plans’ featured the Septem- 
ber 11 dinner meeting of the Buffalo Control 
at the Park Lane Hotel. 


CHATTANOOGA 
Topic: RECONVERSION EXPENSES 


The opening meeting of the Chattanooga 
Control was held on September 4 at the Read 
House in the form of a dinner session fol- 
lowed by a round table discussion on “Re- 
conversion Expenses’”’ under the leadership of 
the immediate past president of the Control, 
Shannon M. Gamble, of Standard-Coosa- 
Thatcher Company. A social hour preceded 
dinner. 
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Philadelphia - 





Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 


Industrial Engineering 


Ford, Bacon & Davis 


dncorporated 


Engineers 





Washington - 


NEW YORK, N. Y. 


Chicago 








CINCINNATI 
Topic: GOVERNMENT PLANNING 
Martin V. Coffey, sales manager of the 
Miami Cabinet Division of The Phillip Carey 
Manufacturing Company, spoke on “Govern. 
ment Strategy and Planning” at the Septem. 
ber 11 meeting of the Cincinnati Control in 

the Hotel Alms. 


CLEVELAND 
Topic: TERMINATION PROBLEMS 
“War Contract Termination Problems”. was 
the subject discussed at the September 11 meet. 
ing of the Cleveland Control which was held 
at the Cleveland Hotel. The meeting was in 
the form of a panel discussion. 


DALLAS 
Topic: TAX ADJUSTMENT ACT 
A discussion led by S. L. Mayo on prob- 
lems and changes made by the Tax Adjust. 
ment Act of 1945 marked the first meeting of 
the Dallas Control on September 25, at the 
Dallas Country Club. 


DAYTON 
Topic: FEDERAL TAXATION 
C. Chester Guy, a member of the law firm 
of Murphy, Lanier and Quinn, of Cincinnati, 
Ohio, was the speaker at the September 13 
dinner meeting of the Dayton Control in the 
Van Cleve Hotel. Mr. Guy, formerly con- 
nected with the Internal Revenue Depart- 
ment in Cincinnati, discussed federal taxation 
in the course of a round table discussion cover- 
ing recent changes in tax laws and other in- 
ternal revenue questions. 


DETROIT 
Topic: RECONVERSION 
A round table discussion on “Reconversion 
Problems” was the subject featured at the 
September 18 dinner meeting of the Detroit 
Control, at the Hotel Statler. 


DISTRICT OF COLUMBIA 


Topic: UNEMPLOYMENT COMPENSA- 
TION 


The extent of state or federal participation 
in unemployment compensation programs 
during the reconversion period was discussed 
by Robert W. Leach, president of Unemploy- 
ment Benefit Advisors, at the September 25 
meeting of the District of Columbia Control 
in the Carlton Hotel. This was the first in 
the series of meetings staged by the Control 
during the present season. For the current 
period the Control has chosen as its theme the 
general subject, “Transition from a War to4 
Peace Time Economy,” and it has likewise a0- 
nounced that on October 23, the speaker will 
be William H. Davis, Director and Chairman 
of the Economic Stabilization Board. 


HARTFORD 
Topic: OPA PRICING 

Two representatives of the Office of Price 
Administration, Joseph Basine, State Price 
Executive, and William J. Regan, Assistant 
State Accounting Executive, were the speak- 
ers at the September 27 dinner meeting of 
the Hartford Control in the Elm Tree Ins, 
Farmington, They discussed the OPA pro 
gram on establishing prices on new goods, 
price relief on reconverted items, use am 
probable scope of- industry-wide price ad- 
justments, and the basis of determining 1 
dustry price adjustments. 















HOUS 


Are 
discuss 
and tr 
monthl 
which ‘ 
ton Clu 


INDIA 
Mr. 


mission 
Comme 
particu! 
course 

meeting 
the Lin 


KANSA 


“The 
istrative 
at the | 
Kansas 
discussi 
tion wa 
treasure 


LOS AI 


Imme 
controll 
dinner 
in the ] 
Roger L 
mittee ¢ 


LOUIS\ 


The i 
of the ] 
tember 
table di 
the feat 


MILWA 


Robert 
sin Com 
tional A 
addressec 
meeting 
ber 11. ] 
and Equ 


NEW Y 


A mox 
trolling 
the Sept 
City Con 
mond S. 
director 
Rocheste: 
trollers | 
served a: 
and has 
Qumber | 


PITTSBI 


_An op 
tional im 
burgh C 
held at | 
Program, 
golf, 








NING 
of the 
Carey 
overn- 
*ptem- 
tol in 


LEMS 
”. was 
meet- 
; held 


ras in 


prob- 
djust- 
ng of 
it the 


TON 
firm 
nati, 
ar 13 
n the 
con- 
part- 
ation 
over: 
f in- 


ION 
rsion 

the 
troit 


NSA- 


ition 
rams 
ssed 
sloy- 
r 25 
trol 
st in 
trol 
‘rent 
» the 
to 4a 
: anl- 
will 
man 


NG 
rice 
rice 
tant 
oak- 
. of 
Inn, 
Df0- 
ods, 








HOUSTON 
Topic: EMPLOYMENT 
A representative of the Shell Oil Company 
discussed the subject of employment problems 
and training programs before the regular 
monthly meeting of the Houston Control 
which was held on September 25 at the Hous- 
ton Club. A social hour preceded dinner. 


INDIANAPOLIS 
Topic: BUSINESS PROSPECTS 
Mr. Myron R. Green, Industrial Com- 
missioner of the Indianapolis Chamber of 
Commerce discussed business prospects with 
particular reference to the local area, in the 
course Of his address before the dinner 
meeting of the Control on September 26 at 
the Lincoln Hotel. 


KANSAS CITY 
Topic: PERSONNEL PLACEMENT 
“The Selection and Placement of Admin- 
istrative and Office Personnel” was discussed 
at the September 17 dinner meeting of the 
Kansas City Control by F. H. Bellows. The 
discussion following Mr. Bellows’ presenta- 
tion was led by Arthur H. Cromb, assistant 
treasurer of Standard Steel Works. 


LOS ANGELES 
Topic: RECONVERSION 
Immediate reconversion problems of the 
controller were analyzed at the September 20 
dinner meeting of the Los Angeles Control 
in the Hotel Clark, under the leadership of 
Roger Leason, chairman of the program com- 
mittee of the Control. 


LOUISVILLE 
Topic: POSTWAR PROBLEMS 


The initial meeting of the 1945-46 season 
of the Louisville Control was held on Sep- 
tember 19 at the Kentucky Hotel. A round 
table discussion on “Postwar Problems’ was 
the featured subject. 


MILWAUKEE 
Topic: FINANCING 
Robert W. Baird, president of the Wiscon- 
sin Company, and past chairman of the Na- 
tional Association of Securities Dealers, Inc., 
addressed the Milwaukee Control at its dinner 
meeting in the Plankinton House on Septem- 
ber 11. Mr. Baird’s subject was “Funded Debt 
and Equity Financing.” 


NEW YORK CITY 
Topic: POSTWAR OPERATIONS 


A modern technique for budgeting and con- 
trolling postwar operations was presented at 
the September 13 meeting of the New York 
City Control at the Hotel New Yorker by Ed- 
mond §. La Rose, controller and production 
director of Bausch & Lomb Optical Company, 
Rochester, New York. A member of the Con- 
trollers Institute of America, Mr. La Rose has 
served as a national director of The Institute 
and has been prominent in the activities of a 
number of other national organizations. 


PITTSBURGH 

Topic: NATIONAL EVENTS 
_An open forum discussion on topics of na- 
tional import opened the meeting of the Pitts- 
burgh Control on September 19 which was 
held at the Longue Vue Club. Prior to the 
“= fd the guests and members enjoyed 
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PORTLAND 
Topic: JOB EVALUATION 
The first dinner meeting for the Portland 
Control during the current season, was held on 
September 17 at Old Heathman Hotel, at 
which Lauren E. Hinman spoke on ‘Job 
Evaluation and Methods and Procedure in 
Training Employees.” Mr. Hinman was as- 
sistant to the president of Portland Electric 
Power Co. for eight years, Divisional Man- 
ager of Portland General Electric Co. in Van- 
couver, and for the last four years was loaned 
to the government to direct the ‘Training 
Within Industry” service of the War Man- 
power Commission. 


SAN FRANCISCO 
Topic: CONTROLLERSHIP 


Marvin Bower, partner of McKinsey & 
Company, Management Consultants of San 
Francisco, New York and Boston, discussed 
“Opportunities and Dangers for Pacific Coast 
Controllers’ at the September 13 dinner meet- 
ing of the San Francisco Control, at the St. 
Francis Hotel. 


SEATTLE 
Topic: CONTROLLERSHIP 
The two principal speakers at the Seattle 
Control meeting on September 27 were Dean 
H. H. Preston and Professor J. W. McConaghey 
of the University of Washington faculty. Dean 
Preston’s subject was “University’s Program 
for the Development of Controllers.” The 
meeting, which was held at the Washington 
Athletic Club, was co-sponsored by the Educa- 
tion and Program Committess of the Seattle 
Control. 


SPRINGFIELD 
ROUND TABLE DISCUSSION 


The September meeting of the Springfield 
Control was held at the Sheraton Hotel on 
September 18 and featured a round table dis- 
cussion on subjects of current interest to mem- 
bers, particularly problems incidental to 
changed conditions resulting from cancella- 
tions of war contracts and the elimination of 
many government control and restriction orders. 


SYRACUSE 
Topic: TAX PROBLEMS 
‘Federal Tax Problems in Connection with 
Reconversion” was the subject of the address 
by Herbert S. Howard, Assistant Controller, 
Niagara Hudson Power Corporation, before 
the September 18 meeting of the Syracuse Con- 
trol in the Hotel Onondaga. It was likewise 
announced that “The Use of Employee Sur- 
veys in Training Supervisory Personnel” 
would be the subject for the October 16 meet- 
ing of the Control. 


ST. LOUIS 
Topic: MISSOURI TAXES 
J. A. Woodbridge, vice-president and gen- 
eral counsel of Union Electric Company of 
Missouri, discussed the revision of Missouri 
property tax procedures to conform to the 
new constitution at the September 27 meeting 
ofthe St. Louis Control at the Hotel Statler. 


TOLEDO 
Topic: TAX ADJUSTMENT ACT 

Changes brought about by the Tax Adjust- 
ment Act of 1945 were discussed, together 
with problems facing controllers under re- 
conversion to peace conditions, at the open- 
ing meeting of the Toledo Control which was 
held on September 13 at the Hotel Secor. 
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TWIN CITIES 
Topic: PENSION PLANS 
Two speakers were featured at the Septem- 
ber 4 meeting of the Twin Cities Control in 
the Minneapolis Athletic Club, at which con- 
sideration was given to securing Treasury ap- 
proval of pension and profit sharing plans. 
The speakers were David E. Bronson, partner 
of Dorsey, Coleman, Barker, Scott & Barber: 
and A. L. Mitchell, of the Bureau of Internal 
Revenue, in Minneapolis. 


WESTERN MICHIGAN 
Topic: THE INSTITUTE 


Objectives of the Controllers Institute of 
America and the details of operations of a 
local Control were discussed at the Septem- 
ber 26 dinner meeting of the Western Michi- 
gan Control in the Peninsular Club in Grand 
Rapids, Michigan, by Mr. Harvey M. Kelley, 
assistant secretary of The Institute. 


Special Report Sent to 
Control’s Members 


A special report covering the fiscal year 
1944-45 of the Indianapolis Control of The 
Institute was released recently to the members 
of the Control. It includes not only the list of 
officers and directors of both the past and cur- 
rent terms, but also the report of retiring 
president, C. R. Keogh as well as reports of 
the program chairman, H. E. Wells ‘and the 
membership chairman, E. M. Karrmann. In 
addition, there was included an attendance 
record covering all members of the Control 
during the 1944-45 season. 


FTC Plans Postwar Inquiry 
of Trade Associations 


An extensive investigation of General Trade 
Association practices with particular emphasis 
on the eventual effects of pooling of informa- 
tion within industries and concerted action by 
industries during the war will be conducted by 
the Federal Trade Commission after the war, 
“The New York Journal of Commerce” said 
recently. 

This will be one of seven major investiga- 
tions contemplated by the FTC in the postwar 
po. but will undoubtedly be undertaken 

rst. 

The trade association survey will attempt to 
evaluate the postwar effects of many activities 
now conducted by such organizations, almost 
all of them at the request of the Government, 
which under normal circumstances might be 
construed as being in violation of the Anti- 
Trust laws. 

Many trade associations have represented 
their industries in obtaining priorities and dis- 
seminating Government orders and have served 
as clearing houses for pertinent inforniation 
necessary to Government officials. 

The investigation will cover activities of 
trade associations in statistical and cost ac- 
counting as well as the general effects of their 
work on general production, price policies and 
competition within an industry. 

Under an agreement between the major war 
agencies and the Department of Justice, an un- 
official understanding as to the activities which 
may be conducted by trade associations and 
individuals during wartime has been reached. 

The other investigations projected by the 
FTC will cover the wholesale bread baking in- 
dustry; lumber and building materials indus- 
try; farm and distribution policies of large in- 
dustries and their effects on small business; 
survey of mergers and the general problem of 
the concentration of industry. 

The FTC has asked Congress for an initial 
appropriation of $100,000 with which to con- 
duct the preliminary planning necessary to such 
a vast undertaking. 
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Personal Notes About Controllers 








Mr. S. Chaplin Davis, who is with The 
Baltimore Salesbook Company, Baltimore, 
Maryland, was made recently vice-president of 
the company in charge of manufacturing. The 
change from the title of assistant vice-presi- 
dent and controller took place in July of this 
year, but he retains also the title of controller. 
He became a member of the Controllers In- 
stitute of America on August 28, 1940. 


Mr. Lewis V. Jenkins, a member of the Con- 
trollers Institute of America, has accepted a 
position with Joseph Weidenhoff, Inc. of Chi- 
cago, Illinois. Mr. Jenkins is holder of mem- 
bership certificate No. 279, and was formerly 
controller of The Simpson Company, also of 
Chicago. 


Mr. H. B. Hays has been appointed chief 
program accountant of the Commodity Credit 
Corporation of the United States Department 
of Agriculture. A member of the Controllers 
Institute of America since June, 1941, Mr. 
Hays was former controller of Eimer and 
Amend, and Eisemann Corporation of Brook- 
lyn, N. Y. 


Mr. P. L. Smith is now serving as President 
of the National Association of Electric Com- 
panies with headquarters in Washington, D. C. 
A member of The Institute since September 
14, 1934, Mr. Smith is holder of certificate 
number 370. He had previously been connected 
with the Middle West Corporation of Chicago 
as its president. 


Mr. Russell F. Thomas has been appointed 
treasurer of the Central Hanover Bank and 
Trust Company, New York, succeeding Mr. 
Charles E. Sigler, who has retired. A member 
of the Controllers Institute of America, and 
a past president of the National Association 
of Bank Auditors and Comptrollers, Mr. 
Thomas joined the bank in 1916 and became 
secretary in 1936, a position he will continue 
to hold. 


Mr. Charles E. Kley, holder of membership 
certificate 2965 in the Controllers Institute of 
America, recently joined the Edwin H. Fitler 
Co. of Philadelphia, as controller. Mr. Kley 
had previously served as comptroller of At- 
lantic Elevator Company until its acquisition 
by the Westinghouse Electric Corporation. 


Mr. Charles T. Neff, a member of the Con- 
trollers Institute of America, was named act- 
ing president of West Virginia University on 
September 1 by the Board of Governors of 
the University at the same time that they ac- 
cepted the resignation of President Charles E. 
Lawall, who resigned to become engineer of 
coal properties for the Chesapeake & Ohio 
Railroad. Mr. Neff who has been serving as 
secretary of the Board of Governors and comp- 
troller of the University for eighteen years was 
chosen to act as president until the board can 
select a successor. 


Mr. Theodore Herz has accepted a position 
as assistant director of the Corporation Audits 
Division, General Accounting Office, Wash- 
ington, D. C. A member of the Controllers In- 
stitute of America, he had previously been 
connected with Alien R. Smart & Co., Seattle, 
Washington, and prior to holding that posi- 
tion had served with Hall Bros., Incorporated, 
Kansas City. Mr. Herz’s new position, in which 
he serves under Captain T. Colman Andrews 





(U.S.M.C.), who is the director of the new 
division, resulted from the enactment by Con- 
gress earlier in the year of the George bill 
which requires the General Accounting Office 
annually to make ‘audits of all government 
corporations in accordance with the proce- 
dures and principles now applicable to the ex- 
amination of commercial corporate enterprises. 
Reports are to be rendered directly to the 
Congress with a copy to the President of the 
United States and another to the corporation. 
Mr. Herz is one of nine assistant directors 
authorized to serve by the legislation. 


Mr. N. W. Kurz is now serving as con- 
troller of Crosley Motors, Inc. A member of 
the Controllers Institute of America since Au- 
gust 1941, Mr. Kurz previously held the po- 
sition of assistant general controller of 
Wright Aeronautical Corporation. 


Mr. Alcide J. Fournier has taken a position 
as manager of the Tax Department of the 
Newark office of Peat, Marwick, Mitchell & 
Co. Former assistant treasurer of the Heald 
Machine Company, he has been a member of 
the Controllers Institute of America since 
August, 1943. He recently was the guest of 
honor at a dinner held at Putnam & Thur- 
ston’s by the Worcester area members of The 
Institute. 


Mr. Hamilton Shea has been elected treas- 
urer of the Emerson Drug Company, where 
he served as assistant comptroller prior to his 
promotion. Former secretary and treasurer 
of TelAutograph Corporation, he has been a 
member of the Controllers Institute of 
America since November, 1942. 


Three members of the Controllers Institute 
of America were among those chosen as offi- 
cers and directors of the National Association 
of Bank Auditors and Comptrollers at the re- 
cent meeting of the organization in Chicago. 
They include Arthur R. Burbett, comptroller, 
First National Bank, Baltimore, who was 
chosen first vice-president of the Association, 
Edward F. Lyle, comptroller, City National 
Bank and Trust Company, Kansas City, who 
was named treasurer; and Ray G. Marx, comp- 
troller, Riggs National Bank, Washington, 
D. C., who was chosen a director for a two 
year term. Mr. Marx is currently serving as 
president of the District of Columbia Control 
of the Controllers Institute. 


Mr. Rowland R. Hughes, comptroller of the 
National City Bank of New York is a member 
of the Committee on Postwar Taxation Policy 
which recently issued a widely publicized study 
covering recommendations for a postwar fed- 
eral tax program. A member of the Controllers 
Institute of America, Mr. Hughes served on 
the committee with Roswell Magill, former un- 
der-secretary of the Treasury; Professor Fred 
R. Fairchild, of Yale University; Victor H. 
Stempf, past president of the American Institute 
of Accountants; Thomas N. Tarleau, formerly 
tax legislative counsel of the Treasury Depart- 
ment; and Dr. Harley L. Lutz, professor of 
public finance, Princeton University, who served 
as director of research for the committee. 


Mr. William H. MacLean was recently trans- 
ferred to Buffalo by the Curtiss-Wright Corpo- 
ration which he had served in Louisville as as- 
sistant-treasurer, comptroller of the company’s 
plant in that city. Mr. MacLean, who served 





as president of the Louisville Control during 
the past year, was honored at a special meet- 
ing of the Control on August 29 at the Penden- 
nis Club, prior to his departure for Buffalo, 


Mr. A. D. Grote, vice-president and control- 
ler of Illinois Bell Telephone Company, and 
immediate past president of the Chicago Control 
of The Institute, is currently serving as a mem- 
ber of the Board of Directors of the Executives 
Club of Chicago before which, on September 17, 
former president Herbert Hoover presented his 
much discussed address urging that disposition 
of lend-lease and other war period debts be 
postponed until ‘‘five years hence when the 
shape of the world is more clear.” 


Mr. Donald W. Peterson, a membey of the 
Controllers Institute of America, was recently 
promoted to the position of secretary and as- 
sistant treasurer of the Minneapolis Gas Light 
Company. He succeeds the late Maurice D. 
Read who died on September 1. Mr. Peterson 
had been assistant secretary and assistant treas- 
urer of the company during the last eight years, 
having joined the firm sixteen years ago as a 
bookkeeper in the accounting department and 
subsequently advancing through various posi- 
tions with the company. 


Mr. J. Maynard Peterson, holder of certif- 
icate number 1515 in the Controllers Institute 
of America, formerly controller of the Buffalo 
plant of Curtiss-Wright Corporation, is now 
located in Columbus, Ohio where he is serving 
as controller of the company’s plant in that 
city. 


Lieutenant Colonel Armand J. Toussaint 
(A.U.S. Inactive) recently joined the execu- 
tive staff of American Viscose Corporation, 
Wilmington, Delaware. Previously connected 
with the Army Exchange Service in New York, 
Colonel Toussaint has been a member of the 
Controllers Institute of America since March, 
1940, and holds membership certificate num- 
ber 1467. 


Mr. Lyman W. Oehring, controller of Luf- 
kin Rule Company, Saginaw, Michigan since 
1939, has been promoted to the post of op- 
erating vice-president. Holder of membership 
certificate 1867 of the Controllers Institute of 
America, Mr. Oehring is a native of Saginaw 
and served overseas in World War I with the 
125th Infantry of the famed Red Arrow Divi- 
sion. 


Mr. George M. Arisman has been made a 
trustee of Pennsylvania State College. He has 
been active in alumni and college work for 
several years, a member of the Alumni Execu- 
tive Board for the past eight years, serving for 
the last three years as president of the Board. 
He was graduated from Penn State with the 
B. S. degree in Industrial Engineering and 
later acquired the technical degree of Indus- 
trial Engineer from the college. Mr. Atis- 
man, who holds The Institute’s membership 
certificate Number 303, has been a member of 
the Controllers Institute of America since 
March 26, 1934, at which time he was con 
troller of Armstrong Cork Company, Lancaster, 
Pennsylvania. He had been with the company 
since 1919 in accounting positions and was 
controller for eleven years. In April, 1943, 
he became the directing head of George M. 
Arisman & Associates, management consult- 
ants, Harrisburg, Pennsylvania. 
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Some criteria for judging general fund state- 
ments in an annual municipal financial report 
have been listed by the Municipal Finance 
Officers Association of Chicago, as follows: 


The general fund is the fund that is available 
for any legally authorized purpose; it is used 
to finance the ordinary operations of a govern- 
mental unit. 


1, Is unappropriated surplus of the general 
fund properly exhibited? 
The unappropriated surplus should exhibit 
the unencumbered assets still available for ap- 
propriation. 


2.1s the balance sheet limited to general 
fund finances only? 

Sometimes the general fund is improperly 
used to account also for financial transactions 
requiring a separate fund, such as utility trans- 
actions and no distinction is made between 
assets and liabilities of the general fund and 
the utility fund. A separate fund and a sep- 
arate balance sheet should be provided for a 
utility. 

3, Have general fixed assets and general 
bonds been excluded from the general 
fund balance sheet? 

General fixed assets and general bonds 
should not be included in the balance sheet, 
since current surplus can not be correctly de- 
termined. Instead the assets should be set up 
in one group of accounts and the bonds in 
another group and a separate statement pre- 
pared for each group. 


4, Are reserves for uncollectibles provided 
and properly exhibited? 

Provision should be made for probable losses 
on taxes and accounts receivable. The reserve 
should be deducted from the asset account. It 
is improper to show this reserve on the liabil- 
ity side of the balance sheet. 


5, Are the total revenues and total expendi- 
tures for the accounting period brought 





together in one statement? 

A statement should be prepared summariz- 
ing the total revenues and total expenditures 
for the accounting period and showing the 
excess of revenues over expenditures or vice 
versa. Usually this is done in a statement desig- 
nated as “Statement of Analysis of Changes 
in Surplus.” See pages 26-27 of Municipal 
Accounting Statements. 


6. Is a statement showing estimated and ac- 
tual revenues included? 

A proper revenue statement compares the 
estimated revenues from each source with the 
actual revenues received or earned from the 
particular source. 


7. Are the revenues listed by source? 


Revenues should be listed by source and 
not by department. See A Standard Classifi- 
tation of Municipal Revenues and Expenditures 
by the National Committee on Municipal Ac- 
counting, pages 69-72. 


8. Is a statement comparing appropriations 
with expenditures included? 

Every municipality regardless of size should 
Pf€épare a statement in which there are shown 
appropriations, expenditures charged against 
appropriations, and the unexpended balance 
of each appropriation. If an encumbrance sys- 
tem is employed, the statement should also 
show the encumbrances outstanding at the date 
of the statement and the unencumbered bal- 
ance of each appropriation. 
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Criteria Listed for Judging 
Cities’ Financial Reports 


9. Are appropriations and expenditures listed 
by functions and within each function by 
organization units? 

The data in this statement should be classi- 
fied into main groups by functions and under 
each function there should be shown the or- 
ganization unit or units which carry on the 
activities making up the particular function. 
The statement will vary with the methed of 
making appropriations; appropriations should 
be listed in as great detail as required by law. 


Self-Evident Facts About 
“City Home Rule” 


It will be admitted that because a city 
does not operate within its income is no 
reason why the state should come to its fi- 
nancial rescue. If the administration wastes, 
spends with poor judgment, expands its serv- 
ices without knowing where the money is to 
come from, it has no good reason for asking 
outside help. It is the duty of city officials to 
keep the city’s commitments within its in- 
come. The state is not the “rich uncle’ to be 
appealed to whenever the city treasury is 
empty. 

“City Home Rule” is two-sided, including 
a large degree of freedom of local govern- 
ments from state control, and responsibility 
for what they do with that freedom. 

A city has no moral right to neglect pro- 
vision in each budget for the upkeep of its 
capital structures and spend the rest of its 
income for expansion of services. That con- 
stitutes poor management of its finances. 
—Buffalo (N. Y.) Municipal Research Bureau 
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Seattle Control, gave his views with re- 
spect to investment of corporate reserves. 
He pointed to the advisability of invest- 
ing in United States Tax Notes or Cer- 
tificates of Indebtedness for funding of 
corporate reserves. .... Mr. F. E. Seid- 
man, CPA, of Seidman and Seidman, 
New York City, contributed an article on 
“The Tax Effect of Bond Versus Stock 
Financing.” . . . . Incentive pay plans 
were discussed by Mr. W. L. Allerton, 
production engineer of Pollock Paper and 
Box Company of Dallas... .. Unprece- 
dented opportunities for corporate con- 
trollers are foreseen by Mr. Benjamin B. 
Bromberg, Assistant Controller of Levy 
Brothers Dry Goods Company of Hous- 
ton. He described them in an article 
“Postwar Position of Controller.” ... . 
Mr. John C. Naylor, President of the 
Controllers Institute, presented a paper 
on “Shall Accountancy be a Useful Tool 
or a Dangerous Weapon?” ... . The 
newly elected President of the Control- 
lers Institute, Mr. Edwin W. Burbott, 
Controller and Director of A. B. Dick 
Company, Chicago, in his acceptance 
speech stated that a complete concept of 
controllership is yet to be developed. He 
appraised the task ahead. 
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“Marchant does the small-figure 
work faster... Marchant does the 
large-figure work faster! Before 
we saw Marchant’s new improve- 
ments, I used other equipment for 
the small figures, but now It’s All 


Marchant.”’ 
“RIGHT / 


“In small-figure work, like 
37 hrs. @ .95=35.15 


500 multiplications per 
hour with copied an- 
swers are easy, including 
allowance for 
contingencies. 
This beats any- 
thing we've ever 
had, and with far 
» less operator 
fatigue.” 
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| NEW MEMBERS ELECTED 








By action of the Executive Committee on 
August 31, 1945, the applicants named below 
were elected to active membership in The 
Institute: 


CorNELIUS M. AHEARN 
Wickwire Spencer Steel 
York City 

ARNOLD W. CARLSON 
Time Incorporated, New York City 

THomMas H, Casson 
U. S. Industrial Chemicals, Inc., New York 
City 

JAMES COMERFORD 
Consolidated Natural Gas Company, 
York City 

WALTER I. CONROY 
Bronx County Trust Company, New York 
City 

GeorGE H. DAFT 
Houdry Process Corporation, Marcus Hook, 
Pennsylvania 

Roy N. DREIMAN 
Pacific Public Service Company, San Fran- 
cisco 

CLINTON C, EMICH 
Riggs Distler & Company, Inc., Baltimore, 
Maryland 

C. R. Fay 
Pittsburgh Plate Glass Company, Pittsburgh 

ANTHONY J. FRYSTAK 
Poor & Company, Chicago 

Epwarp W. HIGGINS 
Merck & Company, Inc., Rahway, New Jer- 
sey 

Harvey D. HoL_coms 
Tea Garden Products Company, San Fran- 
cisco 

Harry HopcGe 
Sealed Power Corporation, Muskegon, Mich- 
igan 

Georce G. Hoir 
Stromberg-Carlson Company, Rochester, New 
York 

ALTON B. HUGHES 
National Blank Book Company, Holyoke, 
Massachusetts 

JOSEPH T. JANDA 
Booth Fisheries Corporation, Chicago 

EDMUND L. KENYON 
ae Manhattan Shirt Company, New York 

ity 

CHARLES L. LorpD 
The William L. Gilbert Clock Corporation, 
Winsted, Connecticut 


Company, New 


New 





Election of the 28 new 
members named above 
brings the membership 
of The Institute to 


2,725 








H. CHARLES KWASHA 
Consulting Actuary 
Employee “Pension “Plans 
50 Broad St. New York 4,N. Y. 








WiLLiAM T. MCGILLIVRAY 
California Packing Corporation, San Fran- 
cisco 
LESLIE MCMAHON 
City National Bank and Trust Company of 
Chicago, Chicago 
THOMAS B. NOBLE 
Stockham Pipe Fittings Company, Birming- 
ham, Alabama 
DoNALD Ross 
United States Pipe and Foundry Company, 
Burlington, New Jersey 
C. EUGENE ROWE 
Burlington Mills Corporation, Greensboro, 
North Carolina 
Otto G. SCHWENK 
The Weatherhead Company, Cleveland 
THOMAS E, SIEGERMAN 
The Ontario Paper Company, Ltd., Mont- 
real, Canada x 
WILLIAM T. STOCKTON 
Carter Fabrics Corporation, 
North Carolina 
RAYMOND H. STUDLEY 
Eimer and Amend, New York City 
JosEPH N. WHITE 
Pittsburgh Steel Company, Pittsburgh 


Greensboro, 


Members By Controls 


August 31, 1945 
Atlanta Control 
Baltimore Control 
Birmingham Control 
Boston Control 
Bridgeport Control 
Buffalo Control 
Chattanooga Control 
Chicago Control 
Cincinnati Control 
Cleveland Control 
Dallas Control 
Dayton Control 
Detroit Control 
District of Columbia Control 
Hartford Control 
Houston Control 
Indianapolis Control 
Kansas City Control 
Los Angeles Control 
Louisville Control 
Milwaukee Control 
New Orleans Control 
New York City Control 
Philadelphia Control 
Pittsburgh Control 
Portland Control 
Quad-Cities Control 
Rochester Control 
Seattle Control 
St. Louis Control 
San Francisco Control 
Springfield Control 
Syracuse Control 
Toledo Control 
Twin Cities Control 
Western Michigan Control 
At Large 


Total 


POSTWAR TAX VIEWS 
(Continued from page 541) 











TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public 4. lewd, D. andl Ve, 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 














pels 


brackets and decreasing them in the highest 
brackets’ Mr. Deutsch states. “This would” 
simply make the middle class taxpayer pay the” 
bill. It might even wipe out middle class tay.” 
payers. How, in practical life, the substitution” 
of corporate taxes by a tax on stockholder's 
distributive share should be coordinated with 
reinvestment of corporate profits which, obyis 
ously, is a part of every and any post-war em. 
ployment plan, is a puzzle. The shareholde 

pay the tax and the corporation invests the 
money which the shareholders may never see, 7 

“It is also a common favorite to ask for 
the closing of loopholes. Those who have — 
had practical experience in tax work know that — 
the Treasury has, in this respect, done a rather 
efficient job in the past and they also know that 
a general recommendation to close loopholes 
without specific indication where they are can 
hardly serve its purpose. 

“It is generally recognized that it is rather 
dangerous to tinker with taxation and taxes in 
a strictly political way or to let them serve 
non-fiscal purposes. Price control through taxa- 
tion does not take into consideration that there 
can be several sudden ups and downs in the — 
price levels during critical periods and that 
one can not simply, in a jumpy way, increase © 
or decrease tax rates at will, not to mention 
the timely interval between assessment an 
payment of taxes with collections made usu 
several months after the enactment of a new” 
law or a new rate. Conporeianes not 
on a pay-as-you-go basis and their tax pay- 
ments may and will be months behind the 
oscillating schedule or tax index. 

“Everything is dynamic these days and 
more dynamic the plan the more sensati 
it will appear” Mr. Deutsch concludes. “Un 
fortunately it is not recognized to the sam 
degree that the best tax system is one that 
clear, simple, steady and consistent in its prin- 
ciples and its application. Not one of the prize 
winners had presented ideas in that direction. 
However, the Pabst Brewing Company is to 
sincerely congratulated for advancing the idea 
of the contest and for providing such worth = 
while awards. That it has stimulated earnest ~ 
thinking on such a vital problem as the post 
war period is itself a worthwhile result. There” 
were 37,767 people who thought about the 


problem earnestly enough to enter the contest.” 


Progress in Postwar Housing Forecast © 
but “Miracle House” is Far Off 9 ~ 


If the opinion of several hundred American” 
architects and designers is to be given crede 
ence, the house of the immediate future will, 
be a modest-priced, sensible, pleasant and com 
fortable home, embodying factory-built units 
for special purposes but which do not cont 
with individual tastes in architecture. 
home will not ascribe to the fanciful sug 
tions of “‘miracle house” visionaries, nor W 
it cling to the status quo of the postwar hou 
as forecast by “debunk the miracle hou! 
proponents. These opinions represent the Com” 
sensus of planning thought developed in thé) 
Second Annual Small House Competition 0 
the magazine “Arts & Architecture,” co-spol 
sored by the United States Plywood Co 
tion. Entries came from all forty-eight stat 
war theatres, and several Allied nations, 
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